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Editorial Comment 
THE SLOW RETURN OF PROSPERITY 


PRIL of the present year had been 

the time fixed on by a number 

of bankers and others when a 
marked upturn in business might be ex- 
pected, but it can hardly be said that 
this expectation has been fulfilled: The 
most that can be assumed, in the lan- 
guage of one well-known banking au- 
thority, is that we have reached the 
lowest point in the valley of the de- 
pression, without any adequate knowl- 
edge of the width of the valley itself. 
Some of the trade and business indexes 
warrant the belief that the decline in 
prices and the falling off in trade have 
been arrested, and that a slight upward 
tendency is manifest. Whether this 
change, slight as it is, may be interpreted 
as indicating a permanent forward move- 
ment, or whether it merely marks the 
stimulus which arises from the change 
of season, is not clear. If the per- 
formances of the stock market are to 
be taken as a guide, assurances of an 
early return of prosperity seem lacking. 

Dwelling on the present depression— 
probably one of the most serious the 
world has ever known—has been de- 
plored. It is said that we shall gain no 
help out of our present difficulties by 
indulging in gloomy contemplation. But 
to recognize difficulties is by no means 
the same as despairing of overcoming 
them. In times of great prosperity the 
country has undoubtedly suffered from 
an excess of optimism. The contrary 
tendency now, to dwell too much on 
our troubles, may have an equally un- 
fortunate outcome. 

Slowly are we coming to recognize 
that the chief source of our setback may 
be traced to the terrible blow to civiliza- 
tion administered from 1914 to 1918. 
In a sense, some encouragement may be 


derived from this fact. Each year that 
calamity has receded farther and farther 
into the distance, and its evil effects 
must ever tend to grow less. Again, 
if the Great War was the occasion of 
our distress, we may from this fact take 
renewed faith in our industrial and 
business organization. This organization 
was thrown out of balance by the war. 
The shock was greater than it was able 
to bear without serious loss. But, al- 
though crippled, it still survives and 1s 
well equipped to render the same efh- 
cient service to mankind that marked 
the quarter century prior to 1914. 
Unquestionably the most disconcerting 
problem still before us is that of unem- 
ployment. Capital.can bear its dimin- 
ished dividends. Labor cannot live with- 
out wages. Many of our great leaders 
in industry are fully alive to the serious 
implications of the unemployment prob- 
lem, and they are striving to the utmost 
of their capacities to meet the situation. 
The approach of summer will make 
it no longer necessary to combat the 
suffering from cold, and as this season 
is one when food is more abundant the 
danger from hunger will diminish. 
Planting and harvesting of crops will 
also call for a good many extra workers. 
Before we enter another winter the be- 
ginning of this depression will be more 
than two years distant. By that time 
its ill effects should have had their day. 


THE THEORETICAL GOLD 
STANDARD 


HAT former conceptions regard- 
ing gold reserves are undergoing 
a decided change appears from re- 
cent discussions. In the March number 
of THE BANKERS MAGAZINE the follow- 
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ing statement was quoted from a recent 
article by Professor Gustav Cassel, the 
eminent Swedish economist: 


“Empirically speaking, there is no 
reason whatever why the gold reserves 
now held should be considered neces- 
sary. On the contrary, experience shows 
that the greater part of these reserves 
are never used, in any circumstances, 
for any monetary purpose whatever.” 


Much to the same effect is the fol- 
lowing from a recent address on “The 
Gold Situation,” by Hon. George E. 
Roberts, vice-president of the National 
City Bank of New York, and former 
Director of the Mint: 


“T have already said that gold has 
passed out of use as a circulating me- 
dium, and venture to say that this in- 
augurates a fundamental change in the 
use of gold in monetary systems. Gold 
is no longer required for any monetary 
use, except as the standard of value and 
for the settlement of balances, and the 
last statement may be limited to inter- 
national balances. Take notice of what 
a change this signifies from our old 
conception of gold as a reserve against 
all currencies and bank deposits.” 


Before passing to a consideration of 
these views, it may be well to set down 
something on the other side. Discuss- 
ing the Interim Reports of the Gold 
Delegation of the Financial Committee 
of the League of Nations, Dr. Benjamin 
M. Anderson, Jr., economist of the 
Chase National Bank of New York, 
said: 


“Tt is true that gold circulation has 
been greatly reduced by the war, and 
that even in the United States gold 
coin does not circulate in large volume. 
though use of it is still made in certain 
parts of the country and a great deal 
of use of it is made at Christmas time. 
But our circulation contains an enor- 


mous volume of gold certificates, which. 


the Gold Delegation recognizes as hav- 
ing the same practical effect as gold 


coin circulation. It is emphatically not 
true that in the United States we are 
no longer subject to an internal drain 
of gold. Our people have such com- 
plete confidence in the ability of our 
Federal Reserve System and of our 
Government to pay out gold for paper 
money that they are generally content 
with the paper money instead, but if 
difficulties were made about giving them 
gold on demand, a very different situa- 
tion would arise. The incomplete gold 
standard, under which gold coin is no 
longer paid out by the central bank, but 
only bars of gold or foreign exchange, 
may well be advisable in countries com- 
ing back to the gold standard after the 
war and fearful that the masses of their 
people will hoard gold if gold coin is 
issued to them. But the gold standard 
adherent in the United States, asked to 
change our laws with respect to redemp- 
tion in gold coin here, may be disposed 
to think of Aesop’s fable of the fox 
that had lost its tail, and tried to per- 
suade the other foxes that tails were no 
longer fashionable. 

“We could not honorably refuse to 
give our people gold coin on demand, 
and we could not do it without an ex- 
tremely damaging blow to confidence in 
the good faith of our Government. The 
situation is different in countries which 
were forced off the gold standard by 
the war. Their return to the gold 
standard is itself a magnificent and hon- 
orable achievement and, if they feel un- 
able to return to it in its pre-war form, 
their people and the world as a whole 
must still respect them for having done 
the best they could. But we should 
have no excuse. We are fully able to 
pay out gold coin on demand, and the 
promise to do so is printed on every 
Federal Reserve note, on every gold 
certificate, on sixteen billion dollars 
worth of Government bonds. It is 
printed in the law with respect to our 
Greenbacks, against which the Treasury 
keeps a substantial gold reserve. Not 


only are interest and principal on the 
obligation of the United States Govern- 
ment payable in gold coin, but there is 
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ilso a vastly greater volume of other 
bonds issued in the United States by 
corporations, municipalities and foreign 
governments, which specify ‘gold coin 
vf the United States, of the present 
weight and fineness. The gold clause 
is written in many mortgages. The 
whole fabric of our credit, public and 
private, is shot through with the prom 
ise to pay gold coin. We are bound.” 


From this it would seem that, in the 
United States at least, the necessity for 
the use of gold for monetary purposes 
till exists. 

Regarding the improbability of a run 
being made on the Federal Reserve 
yanks for the redemption of their notes 
n gold, Mr. Roberts says, in the address 
ibove quoted: 


“The currency notes issued by the 
Federal Reserve banks are promises-to 
pay of the United States Government. 
There is no reason to think that the 
people of the United States ever will 
make a run on the Reserve banks for 
the redemption of these notes in gold. 
The Bank of England does not under- 
take to redeem its notes in gold on or 
dinary demand. It is under no obliga 
tion to redeem its notes in coin at all 
It is required by law to sell gold bars 
at the specified price in amounts of not 
less than 400 ounces, which in value is 
about $8000. This is the only redemp 
tion lawfully required, and a_ similar 
situation exists as to the Bank of France. 
This provision assures a supply of gold 
for export, and serves to maintain the 
parity of the currency in the foreign 
exchanges, which is practically the only 
function gold is now required to per 
form.” 


But is there not another and very 
important monetary use for gold other 
than as a standard of value and in the 
settlement of international balances. Mr. 
Roberts, in thus limiting the require- 
ments for gold, justly observes that this 
signifies a change in our conception of 
gold as a reserve against all currencies 
and bank deposits. One naturally 
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wonders if this changed conception rep 
resents a sound departure. 

Unless an adequate gold reserve is 
maintained by central banks, it is difh 
cult to see how they will be able to 
meet demands upon them for the settle 
ment of international balances, and the 
requirement for an adequate reserve is 
one of the checks to be relied on to 
prevent expansion of their circulating 
notes to an extent that would impair 
their abilitv to meet such demands 

When we come to a reserve against 
deposits, another phase of the problem 
irises. If all commercial banks —per 
haps more particularly the great credit 
institutions in our large cities—were re 
guired to have an adequate gold reserve 
in proportion to their liabilities, we 
should then have an effectual check 
against unlimited credit expansion by 
the banks. Gold is, or should be, 
the country’s only real money. Should 
banks be permitted to expand credit in 
definitely without regard to the money 
they have? It is useless to contend that 
gold held as bank reserves is idle; it is 
being employed several fold. This does 
net warrant the inference that it can be 
dispensed with altogether. 

The aim of Mr. Roberts’ address was 
to quiet the fears which are arising in 
regard to the adequacy of the future 
supplies of gold, and to show that, if 
necessary, a much larger volume of busi 
ness can be safely carried against smaller 
gold reserves: in other words, that the 
percentages of such reserves need not be 
so great as has been commonly consid 
ered necessary. 

Conceding the correctness of this 
point of view, there seems a tendency 
to push it to the extreme. With the 
disappearance of gold from circulation 
and from the reserves of all but central 
banks—its use by the latter being con 
fined to the settlement of international 
balances—the employment of gold will 
he so circumscribed as to give rise to 
the belief that the metal may be dis 
pensed with altogether. In fact, both 
in theory and in practice, indications are 
not lacking that this belief is gaining 
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ground. The gold standard, even as it 
exists in the United States today, is 
imperfect, but it would be still further 
weakened by resort to the expedients 
which some countries have found neces- 
sary. Redemption of notes in bullion, 
and only then in large amounts, and 
the gold-exchange standard, are sub- 
terfuges which we should not invoke. 
In other words, the gold standard should 
be adhered to not merely in theory but 
in practice. 

This discussion, which is by no means 
of academic interest only, may well be 
concluded with a sentence from the ad- 
dress of Dr. Anderson: 


“I would suggest that one of the 
world’s greatest needs today is economy 
in the use of credit, rather than econ- 
omy in the use of gold.” 


SEGREGATION OF SAVINGS 
DEPOSITS 


OR many years the desirability of 

segregating savings or thrift ac- 

counts in commercial banks has been 
a subject of debate. Fresh interest in 
the matter has been created by a recent 
message of the Governor of New York, 
addressed to the legislature, strongly 
urging that a law be passed providing 
for such separation. Failure of a New 
York bank some months since, with a 
large number of savings or thrift ac- 
counts, no doubt prompted Governor 
Roosevelt’s message. Irrespective of 
what may be one’s opinion regarding 
the desirability of keeping savings funds 
specially invested, it may be said that 
sympathy for the New York sufferers 
from the bank failure is somewhat miti- 
gated when it is considered that they 
had almost at their doors many mutual 
savings banks, whose deposits are care- 
fully regulated by law, and with an un- 
impeachable record for safety. But 
these trusting people passed these safe 
banks by and put their money in one 
lacking the special safeguards of the 
mutual savings banks. They were thus 
the victims either of their ignorance or 


cupidity. From the effects of such 
mental or moral deficiencies they are to 
be protected by law. 

In addition to the mutual savings 
banks there are, of course, in New York 
many national and state banks receiving 
thrift accounts and keeping them with 
entire safety. The same statement could 
be extended to the banks of the country 
generally. But with the numerous bank 
failures occurring throughout the United 
States in recent years, greater care is 
required in picking out the safe banks. 
This excessive rate of bank mortality 
naturally increases the apprehension of 
savings and other depositors. Failures 
like that of the New York institution 
tend to unsettle confidence among all 
thrift depositors in commercial banks. 
This feeling will be intensified once the 
savings depositors learn that they lack 
the special protection considered neces- 
sary for savings banks. From this point 
of view it would seem in the interest of 
banks soliciting thrift accounts to accept 
the principle of segregating the funds 
thus received and investing them in 
special types of securities. Otherwise, 
they may lose considerable numbers of 
such accounts. 

Some of the state laws require a 
separation of savings and other deposits, 
but this is by no means uniformly the 
rule, and no such provision is made in 
the laws relating to national banks. 
Many commercial banks object to such 
separation on the ground that it sets 
up a preferred class of depositors. 

But when all is said, it is difficult to 
escape the conclusion that while the 
protection of all bank depositors is a 
laudable aim, the safeguarding of the 
savings of the poor is especially so. 


MORE TAXES IN SIGHT? 


ITH the business of the coun- 
try painfully struggling to 
arise from its prostrate condi- 
tion, one of the disquieting problems of 
a future none too roseate is that of a 
possible increase in taxation. The Sec- 


retary of the Treasury in his last an- 
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nual report estimated that the deficit for 
the fiscal year ending June 30, 1931, 
would be slightly in excess of $180,- 
00,000; now the outlook is for a short- 
ge of at least $700,000,000. Secretary 
Mellon did not foresee the generosity of 
Congress nor the heavy falling off in 
eceipts due to the business depression. 

Unless the next Congress shall be 
more economically disposed than the 
ne recently expired, and without a 
ore marked increase in receipts than 
1ow seems probable, it is difficult to 
see how a fresh imposition of taxes can 
xe avoided. The Treasury can, of course, 
resort to borrowing, but unless we are 
to be content with an increase in the 
yublic debt, instead of its reduction, 
this would only postpone the evil day. 

Commenting on the astounding growth 
if taxation, the New York Sun recently 
said: 


“The citizen who wonders why the 
United States Treasury faces a deficit 
of $700,000,000, why his Federal in- 
come tax this March was higher than a 
year ago and why the state continues to 
impose an income tax should observe 
with interest the figures compiled by the 
National Industrial Conference Board 
on the cost of government in this coun- 
try. The figures are for 1928 and the 
cost undoubtedly is higher now, but 
$12,609,000,000 is high enough to 
alarm those who understand. Nearly 
thirteen billion dollars went out in 
twelve months to cover the expenditures 
of the national, state and local govern’ 
ments. The rise since 1913 has been 
300 per cent. It is costing an average 
of $500 a family for government an- 


nually. 
“These billions go out for many 
things, some good, some merely neces- 


sary, many useless or evil: bureaucracy, 
bonuses, doles, pensions, government op- 
eration, highways, education, subsidies, 
graft, legislation, investigation, duplica- 
tion, dollar-matching, deficits, public 
works, politics, snooping, war debts, in- 
terest—the list becomes more discourag- 
ing as it lengthens. There are no strong 


The erstwhile 


voices for retrenchment. 


I 
~I 
“I 


western watchdogs of the Treasury bay 
now for socialistic appropriations. 

“What will end this ever-increasing 
raid on the pockets of Americans? Find 
out who will end bureaucracy and 
paternalism, and you will have the an- 
swer. It may be some one man; it may 
be the lawful rising of an exasperated 
nation.” 


“An exasperated nation” may in time 
become a reality instead of a rhetorical 
expression, but at present the only “law- 
ful rising” seems to be in behalf of still 
greater public outlays. The huge ex: 
penditures and the heavy taxes are the 
visible results of increasing demands for 
government subsidies of one kind and 
another. 

Nevertheless, the menace of _ still 
heavier taxes will undoubtedly hinder 
business recovery. And restored business 
is the thing greatly needed. It will be 
of wider benefit than any schemes de- 
vised at Washington or the forty-eight 
state capitals. 


A PROPOSED BANKING POLICY 
N the March issue of THE BANK- 
ERS MAGAZINE W. C. Schluter, 


professor of finance in the Uni- 
versity of Pennsylvania, suggested a 
plan for a banking policy for the 
American Bankers Association. As a 
result of an examination of the pro- 
ceedings of the annual conventions of 
1927, 1928, 1929 and 1930, Professor 
Schluter summarizes the ideas and 
matters discussed and reported on dur- 
ing these conventions as follows: 


1. A striking absence is noted of the 
recognition of a dangerously developing 
situation of credit inflation in 1927, 
1928 and 1929. 

2. The October, 1929, proceedings 
give no clue of any interpretations of 
the crisis at hand and of the impending 
problems of credit deflation. 

3. The 1930 proceedings indicate no 
evaluation of the character of the de- 
flation in progress for a year nor an 
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appreciation of the lingering unfavor- 
able aspects of the banking and credit 
situation. 

4. All proceedings contained addresses 
and discussions, general in nature, re- 
ferring to the current credit and busi- 
ness conditions, but these did not at- 
tempt to relate adequately questions of 
banking policies to the underlying busi- 
ness and credit situation. 

5. Much time and space are devoted 
to matters concerned with bank opera- 
tions, with banking technique or prac- 
tices and procedures. 

6. Considerable emphasis during these 
years under review was given to the 
question of group, chain and branch 
banking. 

7. Here and there appear discussions 
on bank management and policies but 
no evidence of attempts to develop an 
attitude of concerted action in matters 
of banking policy as related to the 
contemporaneous business and credit 
situation. 


are 
may 


Assuming that these criticisms 
well founded, they are such as 
well be given careful thought by the 
American Bankers Asociation, and 
more especially by the Economic Policy 
Committee of that organization. 

But Professor Schluter does not 
with criticism. He proposes some 
structive work, which may be 
summarized: 


stop 
con- 
thus 


“It is because of the fundamental 
significance of the supply and use of 
bank credit funds in our business sys- 
tem that the A. B. A. should (1) 
organize an institute for fundamental 
scientific banking research; (2) assume 
responsibility for an efficient and con- 
structive national banking policy; (3) 
disseminate intelligent advice on the 
trends in the general and basic credit 
and business conditions through its ex- 
isting organization, and (4) develop 
from time to time desirable banking 
policies for banks with regard for the 
diversity of conditions regionally and 
industrially. 

“These requirements 


call 


obviously 


for a more positive attitude toward the 
banking profession on the part of the 
A. B. A., i. e., toward its member: 
whose creature it is and to whom it 
could render a service of supreme im- 
portance. Through this superorganiza- 
tion commercial banks could undertake 
concerted measures to restrain a toc 
rapid expansion of credit operations, for 
example, as that we witnessed from 
1920 to 1930.” 


desirability of con- 
certed action by the banks, in the 
direction indicated, the difficulty of 
applying it would be found exceedingly 
great. With some 20,000 members, 
representing all of banks in 
various parts of the country, it is no 
easy task for the American Bankers 
Association to persuade its members to 
follow a uniform policy of any kind. 
The freedom allowed to members is one 
of the association’s most attractive 
features. Attempt to commit them to 
any special policy, and they are liable 
to balk. 

Notwithstanding this difficulty, the 
main proposal in Professor Schluter’s 
constructive plan well deserves careful 
consideration. 


Admitting the 


classes 


THE MENACE OF WAR 

ANKERS have sometimes, though 
unreasonably, been held respon- 
sible for war. This charge prob- 


ably rested on the assumption that 
bankers had made loans to countries 
which could be collected only by a 


resort to war, or that the bankers had 
other interests which could be protected 
in no other way. But recent history, 
at least, offers few instances where 
war originated from either of these 
causes. Bankers do occasionally make 
loans for carrying on war, but such 
loans are usually made after the war 
has begun. If two nations of fairly 
equal strength engage in war, there are 
apt to be found bankers who from 
sympathy or other reasons will advance 
funds to one side or the other. It is 


doubtful, if all banking loans for war 
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purposes could be prohibited, whether 
t would have much effect in promoting 
vorld peace. Even among rich and 
sowerful nations the printing press is 
elied on to furnish the “money” for 
arrying on war. 

Of course, when a nation becomes 
nvolved in war with a foreign coun- 
ry, banks cannot refuse to make ad- 
vances in support of the nation from 
vhose hands their charters are derived. 
To attempt to stop war by cutting off 
he supply of funds by banks for mili- 
ify purposes promises no results. 
\Vhen a government and people decide 
x war, the banks cannot do otherwise 
han be swept along on the irresistible 
des. 

That eminent bankers are taking a 
ositive stand in Opposition tO war ap- 
ears from some recent expressions on 
he subject. In the March issue of 
[HE BANKERS MAGAZINE a quotation 
vas printed from a recent address by 
Melvin A. Traylor, president of the 
First National Bank, Chi-ago, in which 
1e declared that the Great War must 
be held responsible for the present de- 
pression. A realization of this fact 
will probably add greatly to the detesta- 
tion of war, already existing in many 
minds, because of its inhumanity. The 
“prosperity” which unthinking persons 
declared came to this country as a re- 
sult of the Great War is now seen to 
have been fools’ gold. 

In addition to the opinion of Mr. 
Traylor, mentioned above, an even 
more vigorous condemnation of war was 
made in a recent address by George E. 
Roberts, vice-president of the National 
City Bank, New York. He said: 


“What use is there in planning for 
the future at all, if we are to have 
more war? It would seem to be time 
that all peoples fairly grasped the fact 
that there is no place in modern, 
highly organized society for war. It 
disrupts all international relationships, 
cuts across all conceptions of a develop- 
ing world society. It is hardly too 
much to say that another war would 
not leave much of the present order of 
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society. I am moved to say that I do 
not think business men take the menace 
of war as seriously as they should. If 
we are to continue to have wars, and 
they continue to be more destructive, 
as they will if we have them, they will 
put an end to all progress and destroy 
our civilization. It is not uncommon to 
hear it said that it is impracticable to 
talk of doing away with war, but look- 
ing back over the record of the last 
sixteen years, and counting the costs to 
this day, whatever has proved to be 
more impracticable than the activities 
in which the leading nations of the 
world were engaged from 1914 to the 
latter part of 1918?” 


These are weighty words. They 
should not be forgotten. 


RESUMPTION OF FOREIGN 
LENDING 


HERE are some indications of a 

resumption on a large scale of for- 

eign lending by this country. In 
the first place, political conditions both 
in Europe and in the Latin-American 
countries are now less disturbed than 
they were a few months since, and in 
the second place the United States is 
now in a better position to resume for- 
eign lending than it has been for some 
time. The lower money rates prevail- 
ing here make outside loans more at- 
tractive. 

But there are still some factors operat- 
ing to restrict foreign loans. Increased 
political stability in various quarters of 
the world has not as yet been followed 
by any marked improvement in the eco- 
nomic situation. Trade depression is all 
but universal. Whether this situation 
can be measurably relieved by American 
loans is very doubtful. Depressed in- 
dustry needs something more than a 
loan tonic to effect a revival. Our own 
situation is proof of that. 

Although 1930 was not a favorable 
year for making foreign loans, it was at 
any rate better than 1929, as we lent 
over $225,000,000 more in the year first 
named than in the latter. Canada and 
Latin America led in taking our capital 
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Declines in prices of foreign bonds 
were to be expected and they have 
taken place to such an extent as to 
cause some of the foreign countries to 
buy back their own obligations. There 
have been a few defaults in interest also. 
But, considering the seriousness of the 
depression, it cannot be said that foreign 
securities have made a particularly bad 
record. Rather is it surprising, all 
things considered, that they have done 
so well. At the present time there are 
a number of sound foreign securities 
selling at a price that makes them very 
attractive from an investment  stand- 
point. 

Our foreign trade has of late fallen 
off heavily, and by some it is considered 
necessary to resume foreign lending if 
this decline is to be arrested. Others 
believe that our tariff rates are the 
greatest obstacle to an increase in the 
country’s foreign trade. An immediate 
lessening of this obstacle is not in sight, 
though it may come in the course of 
time if it can be shown that the tariff 
is a hindrance rather than an accelerator 
of American prosperity. For some time 
to come we shall probably continue to 
make foreign loans in __ increasing 
amounts, taking payment of interest 
and principal in the shape of new loans. 

As the countries of the world in need 
of capital give evidence of improving 
economic conditions, they can turn with 
confidence to the United States for much 
greater assistance in that direction than 
it has been possible to offer for some 
time past. 


EUROPE’S TARIFF BARRIERS 


OR a number of years, at various 

European conferences, economists 

have declared that one of the 
greatest hindrances to the return of 
more prosperous conditions was to be 
found in existing tariffs which tend to 
obstruct the free exchange of goods. 
Such views have generally been received 
with applause, and resolutions approv- 
ing them have been adopted with sur- 
prising celerity and unanimity. But 


on the first appearance of an effort 
to translate these fine resolutions into 
an actuality, a shout of disapproval is 
heard all over Europe. True enough, 
this outcry does not arise so much from 
a love for high tariffs as from the fear 
that this step, taken by Austria anc 
Germany, may be but the initial stage 
of a courtship presaging an early wed 
ding. In somewhat plainer phrase, that 
this partial economic union, marked by 
the abolition of customs duties betwee 
the two countries, is the beginning of 
what will finally turn out to be a com 
plete political union. Austria and Ger 
many have expressed their willingness 
to make similar arrangements with other 
countries so disposed. 

Curiously enough, the resentment 
aroused in certain quarters by the 
agreement between Austria and Ger- 
many may lead to greater enthusiasm 
for M. Briand’s United States of 
Europe than has yet been shown. It 
now seems to be the opinion generally 
in Europe that if this dream of the 
French statesman is ever to be realized 
its first development must be economic 
rather than political. Among the most 
obvious of the changes to be introduced 
would be a reduction or complete aboli- 
tion of tariff duties between the various 
countries of the European Continent. 
An attempt looking somewhat in this 
direction has been made at Geneva re- 
cently, but thus far without any definite 
results. 

While sentiment on the Continent 
seems to be moving toward freer trade, 
England seems to be moving in the op- 
posite direction. What effect on this 
sentiment might follow the removal of 
tariff barriers on the Continent remains 
to be seen. 

Here in the United States we have 
free trade among the different states 
making up the Federal Union, and this 
has been one source of our domestic 
prosperity. “While the situation with 
respect to -the various countries of 


Europe is not the same, it may be said 
with considerable confidence that they 
would benefit, in the long run, from a 
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‘eduction of tariff barriers and the en- 
largement of international trade that 
would most surely follow. 

Americans holding such views will 
probably be reminded that, by the same 
urse of reasoning, it can be shown 
it if our own tariff were reduced we 
uuld increase our trade with other 
untries, and that this would benefit 
em and ourselves as well. There is 
ming to be a recognition of the cor- 
‘tness of this view among economists 
10 have made the matter the subject 
impartial study. Thus far, however, 

political reception of this changing 
ntal attitude has not been encourag- 


y 


\VAGES AND UNEMPLOYMENT 


( NE of the problems now receiv- 
! ing wide attention relates to the 
possibility of maintaining a high 
age scale in a time of serious and pro- 
mged depression. In such a period 
1¢ net income of most business estab- 
shments suffers a marked diminution, 
nd not a few fail to make any profit 
vhatever. The more fortunate, with 
ufficient accumulated reserves, may for 
time draw on these reserves to keep 
wages up, but this policy is hardly one 
to be relied on generally. Less fortunate 
concerns must either reduce wages, or 
resort to the more drastic alternative of 
reducing their working forces. The 
large number of unemployed witness 
that this alternative has been found un- 
avoidable. From the humane point of 
view it would seem better that all 
should be kept at work, even at lowered 
wages, than that large numbers should 
lose their jobs in order that others 
might keep on working with no reduc- 
tion in pay. Although generally wages 
have been fairly maintained in a period 
of exceptional stress, payroll payments 
have sharply fallen off, due to the fact 
that many workers have either lost 
their jobs altogether or have been put 
on part time. 
Whatever theories one may hold on 
this question, it is difficult to see how 
in view of the fall in prices, with 
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lessened sales and diminished or non- 
existent profits, wages are to be main- 
tained on the same basis that existed 
when prices were higher, sales active 
and profits good. Anyone possessing 
the magic formula to assure this happy 
result should lose no time in making it 
known to a waiting world. 

Whether the effort to keep up wages 
at the pre-depression level is delaying 
the return of prosperity is a matter of 
great practical concern, and to none 
more so than to the hosts of unem- 
ployed. As labor constitutes an im- 
portant element in production costs, 
it seems logical to conclude that high 
labor costs, while prices continue low, 
will hinder the renewal of industrial 
activity. It has been pointed out that 
large areas in the residential section of 
down-town New York should be re- 
built, but that such reconstruction does 
not take place, and for the reason that 
the incentive of a profitable return on 
the required capital investment is lack- 
ing. One reason for this is the high 
cost of labor, although taxes and lease- 
hold charges are important factors. 
Mortgage money is available only at a 
high rate, but this is no doubt due to 
the risk involved. This risk consists of 
the doubt entertained whether, with 
the high building costs, the income from 
rentals could be relied on to meet in- 
terest and amortization charges. 

There are two important problems 
now confronting this country, both 
arising from the depression. They are 
the maintenance of wages, and unem- 
ployment. Both problems would find 
ready solution with a return of indus- 
trial and trade activity. 

Schemes for unemployment relief are 
multiplying. Before resorting to Govern- 
ment unemployment insurance, or the 
“dole,” a careful study should be made 
of the effects of such remedies where 
they have been tried. There is some 
testimony to the effect that they add to 
the number of the unemployed. The 
desirable object is to see all who are 
capable and willing to work employed, 
and at the best wages “the traffic will 
bear.” 





My Ideal Banker 


By H. H. Winsor ] 
Of the Asbury Park and Ocean Grove Bank, Asbury Park, N. J. 


What qualities should the “ideal banker” possess? This is the question which 

William H. Kniffin, Jr., vice-president of the Bank of Rockville Centre Trust Com- 

pany, Rockville Centre, N. Y., put to his class in banking at the Monmouth (N. J.) 

Chapter of the A. I. B. Each member of the class wrote a short thumbnail sketch 

outlining his or her ideas of what a banker should be. Mr. Kniffin has consented 

to allow the best of these to be published in THE BANKERS MaGazINE. They will 
appear once each month. 


EK, was a Man” was the tribute that I heard of him as 

he was laid to rest at the climax of many vears of faith- 

ful service as a banker. Even today, eight vears since § 
he has departed, many tributes to his kindness, deci- i 


sions and his sincere honesty come to my attention by many of the = 
depositors in the bank where once he was “the Power.” 


Perhaps I can best describe him as devoted to his bank. He 


loved to see it grow. It was his life, his very being. His statement 


book of years of banking strides made his heart pulse more rapidly I 
as his “love” grew stronger. i 
Every morning found him on time and his “Good Morning” = 7 


was never blue or indifferent. He started the day right with a kind 


word for each employe, from the bottom to the top. P| 
His kind decisions in making loans were uncanny. Many of 


our most successful men and women testify to his ability to see a 
way of enabling them to become property owners or started in 
prosperous ventures. Of course he made bad loans, but few; never- 
theless these tributes speak for themselves. He had vision. 


There’ was an air about him that filled the whole bank .with 


dignity and poise. A quiet sufficiency was final whether it be “No” 
or “Yes.” People say his eves had such a searching, piercing, 
knowing look and yet in those blue eves was such a warm kindness — | 
where mistrust could not be found, 


He was more than a banker, he was the friend of the whole 


community. He advised, counseled, urged, demanded, but always 
gave his best even after hours, at home, when he was tired. 


His life testifies to two of his most oft repeated sayings, “Add- 


ing Strength to Strength,” “Do Not Spread Yourelf Too Thin.” 


Perhaps I have only been an observer and listener for I never 
worked with this man in a bank except as a small boy and only 


bothered him in my boyish pranks at home, but “He was a Man,” 
my father. 
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Compulsory Clearing-House 


Membership 


All City Banks Should Be Forced to Join the Clearing-House, 
Whose Examinations Should Take the Place of Those 


of the Federal or State Governments 


By J.-H. 


r HE National City Bank of New 
York, in a recent issue of its 
Monthly Letter, stressed the im- 

rtance of clearing-houses as an influ- 

ce toward better banking. The bank 
particularly referred to the great value 
tached to the examination feature 
clearing-house operation in the larger 
ties and recommended a wider ap- 

plication of this feature. It quoted a 

tormer Comptroller of the Currency 

saying that clearing-house examina- 
tions are “infinitely superior to state 
or Federal examinations.” 

So it seems that there is some im’ 
portance, some virtue, attached to 
membership in a clearing-house associa- 
tion, especially an association which 
employs an examiner. But perhaps the 
first inkling the general public received 
of this state of affairs came as a result 
of the case of the Bank of United 
States. It will be remembered that the 
non-membership of that institution in 
the New York Clearing House Asso- 
ciation was featured as almost an excuse 
for its failure. The public learned, to 
its surprise, that the ill-managed institu- 
tion was merely “an up-town bank,” 
not a member of the family to be 
guided in stress and cared for in dis- 
tress. The point, of course, has been 
made in the cases of failed banks be- 
fore, but in the past it has also been 
possible to refer to the deceased as “a 
small, unimportant bank.” Not so in 


the case of the Bank of United States. 

Now, purely as a matter of logic, if 
we excuse the failure of an important 
concern on the grounds of non-member- 
ship in the clearing-house, it seems to 


SIMPSON 


be at least a debatable point, should the 
grounds not be removed? Should not 
membership in clearing-house associa- 
tions, where such exist, be made obliga- 
tory on the part of all commercial 
banks? Should this not be especially 
the case in cities where clearing-house 
examiners function—for why should 
only some of a city’s banks be subjected 
to this measure which the former 
Comptroller considered of such public 
importance? 


ORIGIN OF CLEARING-HOUSES 


Clearing-houses were formed, in the 
first place, for purely clerical purposes. 
Simply and solely they were what their 
name implies—a meeting place for ex- 
changing checks, for “clearing” on 
each other the various forms of “orders 
for the payment of money” which the 
previous day's business had brought in. 
But soon it was found that the clear- 
ing-houses were useful places to discuss 
matters of joint concern such as inter- 
est rates, exchange rates, service charges 
and the like. Soon, too, the clearing: 
houses were discovered by the sub- 
scription hounds—and a large part of 
the deliberations at the periodical meet- 
ings of the associations came to be 
concerned with “How much should we 
give to the Tax Payers’ League this 
year?” “Should we increase our dona- 
tion this Christmas to the Merry Yule- 
tide Association?” and “The Children’s 
Hospital wants a thousand more from 
us this year than we gave last—how 
about it?” 

And then, following a notable ex- 
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ample set in Chicago in 1905, came the 
most important development of all, the 
principle of implied mutual support, to 
facilitate which the clearing-house ex- 
amination feature was inaugurated. 
Clearing-houses became, very definitely, 
socially-important organizations rather 
than mere clerical ones—or rather their 
clerical functions came to take second 
place. Nevertheless the clerical func- 
tion was carelessly assumed, by the 
member banks, to be so necessary to 
the operation of all banks—down-town 
banks at least—that membership in the 
associations would be almost automatic. 

This was an illusion. Hundreds of 
fairly important city banks are getting 
along today without benefit of clear- 
ings, so to speak. And hundreds of 
member banks are asking themselves 
whether they are getting due value out 
of their clearing-house membership. It 
seems to many of them that this mem- 
bership, while a convenience for check 
clearings, is in other respects rather a 
doubtful blessing. 

For one thing, as the writer has said, 
the clearing-house is the point against 
which the  subscription-seekers center 
their attacks and consequently clearing 
banks are apt to find themselves giving 
more than their non-member competi- 
tors. And then there are the rate- 
agreements by which the member-banks 
—and only, of course, the member 
banks—are bound. Then, again, there 
is the expense of maintaining the clear- 
ing-house itself, a particularly important 
factor when an examining staff is re- 
tained. 


ADVANTAGES OF MEMBERSHIP 


The advantages of clearing-house 
membership seem to have become rather 
academic. Theoretically the member 
bank has the support of fellow members 
in the maintenance of fair rates (but 
this is nullified by the cut-throat compe- 
tition of the non-members which in turn 
causes members to adopt a tongue-in- 
the-cheek attitude toward convention 
rates when faced with an irate—and 
important—customer). He has the ad- 


vantage of the clearing-house’s check on 
“double borrowings” (but, in practice, 
a customer might be borrowing un- 
known thousands from non-member in- 
stitutions). His association may colleéct 
and distribute information on disorderly 
deposit customers (but there is no 
record of a man’s ins and outs at the 
non-member banks). 

In short the clearing-house, not bein : 
all, tends to be nothing. The non- 
member banks may be relatively unim 
portant in themselves but their influenc 
is immense. They are in somewhat th: 
same position as a third political party 
which holds the balance of power. Th: 
tail wags the dog. For the genera 
public cares nothing for clearing-hous 
associations; it goes where it can ge 
the most for its deposits and give th 
least on its loans. 

In particular, the clearing-house ex 
amination is a self-inflicted torture i1 
return for which the banks get no 
public-confidence value whatever. 

Now the writer contends that the 
banks in a clearing-house association, 
banded together for their mutual pro- 
tection and for the protection of their 
depositors, observing the laws of sound 
banking, examining themselves annu- 
ally so that weakness on a member's 
part might lead—as it often has led— 
to assistance granted or mergers effected 
before it is too late . . . the writer con- 
tends that these considerations should 
mean something to the depositing pub- 
lic. The National City Bank assumes 
that they do mean something to it. 
Speaking of examinations the bank 
says: “Moreover, knowledge that the 
clearing-house is thus informed obvi- 
ously is assuring to the public.” But 
in the writer's opinion the public is 
quite ignorant on the subject. In a 
given city he doubts if one bank de- 
positor in a thousand could tell you 
whether his bank is a member of the 
clearing-house or not. If he did know— 
and the answer was in the negative— 
he would probably feel all the more 
friendly toward his bank for its non- 
adherence to “the big money crowd.” 
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So far as safety goes the public is more 
likely to be influenced by the sign 
which, in most states, appears in heavy 
cold-leaf on the windows of every 
ushroom little institution calling itself 
bank: “Under State Supervision!” 


HYPOTHETICAL EXAMPLE 


The hypothetical situation which the 
riter wishes to discuss is one under 
which all commercial banks in cities of 
ver, say, 100,000 population are re- 
lired to belong to the local clearing- 
yuse association and to submit to an 
nual examination at the hands of 
at association’s examiner. 

At the outset a difficulty arises; the 
banks in the city of 100,000 could not 
ford the expense, or give sufficient 
ork to, an examiner. This, however, 
uld easily be overcome by having one 
xaminer for the two or three cities 
of that class in a certain district. And 
he writer would propose that, in addi- 
on to filing examiner’s reports with 
the local association, a copy of such be 
sent by the examiner to the State Bank- 
ing Department or the Federal bank 
examiner, as the case might be, and 
the present duplication of state or 
Federal examinations done away with. 
If thought advisable by the govern- 
mental authorities the appointment of 
examiners could be made subject to the 
approval of those authorities. 

The routine disadvantages of the 
present haphazardness, as pointed out 
at the beginning of this article—the 
ineffectiveness of rate agreements, etc.— 
would be automatically obviated and 
banking would be made more profitable. 
This might seem to be an advantage to 
the banks but hardly to the public, 
but in the last analysis is not anything 
which tends to eliminate “wild” bank- 
ing beneficial to the public? Wild 
banking is the cause of most of the 
failures. So far as rates are concerned, 
it is rather far-fetched to suppose that 
adequately-combined banks would prac- 
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tice extortion. ‘The banks in Canada, 
for example, are all members of clear- 
ing-houses where such exist, but the 
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public is not gouged as a result 
rates are charged, sufficiently high and 
only sufficiently high, to insure the con- 


tinued solvency of the banks. Clear- 
ing-houses do not eliminate competition, 
they merely keep it within the bounds 
of reason. 

This writing does not directly con- 
cern country banks. The proposed 
elimination of state and Federal audits 
in the cities would still leave the coun- 
try banks subject to these inspections. 
However, while the whole matter at 
first blush seems to have no bearing on 
rural banking practice, in the working 
it would have some bearing. Ration- 
alization of rates in the cities would 
give a lead to the smaller country in- 
stitutions; the examples of bad banking 
would be removed. But even were this 
not the the direct benefit of a 
united front in the would be 
sufficient to improve the whole standard 
of American banking. If the Federal 
Reserve banks are the cornerstone of 
the new American banking system, the 
commercial banks in the cities are the 
steel superstructure on which the system 
is built. 

The 


case 


cities 


greatest obstacle to the writer's 
scheme would appear to lie in the doubt 
as to whether the taking-in of the 
non-members would destroy the very 
thing which is now the greatest social 
value of the clearing-house associations 
—the implied mutual support. The 
writer says “implied” because this sup- 
port, of course, is never guaranteed. 
The failure of the present clearing: 
house banks to use their clearing mem- 
bership as a “safety” advertisement is 
explained by the fact that there is no 
promise whatever of support. Never- 
theless, as the National City Bank 
states, since the Chicago and New 
York clearing-houses went on an “ex- 
amination basis” there have been no 
failures among their members. 

The immediate problem would be 
how to deal with the existing non- 
member banks? Assuming that the 
national and state governments took a 
Mussolini attitude and ordered the 
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“outlaws” to join up or close up, how 
many would have to close up? Their 
eligibility for clearing-house member- 
ship would first have to be determined 
by examinations conducted by the clear- 
ing-houses. Failure to pass, so to speak, 
would be fatal, unless, that is, impair- 
ment of capital or other weaknesses 
could be adjusted by the directorate of 
such banks without publicity. There 
would accordingly be something of a 
housecleaning. 

But a thousecleaning is just what 
American banking needs. The institu- 
tions which are fundamentally unsound 
might better be wound up now than 
later. In banking a bad situation 
usually gets worse, not better. 

The clearing-house associations would 
probably take in a number of “border- 
line” banks—not good, but not bad. 
The inclusion of these would un- 
doubtedly lessen the effectiveness of the 
present implied mutual support, for the 
reverse “Couéism” which operates in 
bad banking—every day in every way 
we get worse and worse—would doubt- 
less land some of them sooner or later 
in such a mess that the clearing-house 
would have to wash its hands of them. 
But on the other hand the rationaliza- 
tion of rates might save many such in- 
stitutions. For instance, let us suppose 
a non-member bank has been paying 
4 per cent. on savings whereas the 
clearing-house rate is 3 per cent. It 
joins the association and immediately, 
of course, its rate drops to 3 per cent. 
Since all other high-interest institutions 
(save the mutuals) have done the same, 
there is no reason to suppose that the 
drop would occasion a loss in deposits 
and immediately the bank would be 
saved $10,000 per year per million of 
savings deposits. With other economies 
and betterments in earnings as a result 
of clearing-house membership such a 
bank might pull itself out of a hole in 
the course of a year or two. 

THE QUESTION OF INTERFERENCE 

To those who still fervently believe 
in the theory of laissez faire the above 





suggestions will no doubt appear fan 
tastic. “You cannot,” the laissez faire 
addict will say, “interfere with the 
spirit of free enterprise.” But why not? 

Is not the principle of rationalization, 
which today is being applied to indus 
try, a negation of laissez faire? “The 
spirit of free enterprise” is largely re 
sponsible for the troubles of the 1930’: 
—free enterprise brought over-produc 
tion. And let there be no misconception 
on this point—there is over-production 
not merely under-consumption. For- 
tunately there has been no such absurd 
over-production of banking service—but 
there has been some. 

Such over-production has centered ir 
the cities and it would be effectively 
stopped by compulsory clearing-house 
membership. Too effectively? If clear- 
ing-house consent were superimposed on 
the present governmental consent for 
the opening of new banks would there 
cease to be any new banks? Would 
the clearing-house members use their 
position to strangle any new and un- 
welcome competition at birth? 

Presumably the Government could 
overrule any unwarranted clearing- 
house opposition to worthy new ven- 
tures but this phase of the matter is 
not nearly as important as it seems to 
the believer in laissez faire. Even if 
the clearing-houses wanted to stop and 
were able to stop any more banks from 
coming into existence, would it be an 
evil? Is the country’s need not for 
fewer and stronger banks rather than 
more and weaker? And more banks 
must necessarily mean weaker banks. 

Theoretically it may be a fine thing 
to have non-member banks carrying on 
a guerilla warfare against the “big 
interests,” giving 4 per cent. on savings 
and 2 per cent. on checking accounts 
and providing “easy credit,” but in 
practice it does not work. The laws of 
sound banking were laid down long ago 
and the “new school” cannot change 
them. Boom-time banking should be 
stopped. It is bad enough to build an 


unwanted shoe factory in days of easy 
money—it is worse to start an 
wanted bank. 
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Architects of Utopia 


By JosEPH STacG LAWRENCE 
Author of Banking Concentration in the United States 


Mr. Law rence 


opposes, in this article, 


suggestion made by W. C. Schluter, 


professor of finance at the University of resi. etary that a general economic staff 


be created < 


a part of the American Bankers Association for the purpose of dis- 


covering ncgiaaies developments in banking business and “doing something about 


it.” Mr. Schluter’s suggestion was made in an article, 


Possible?” 


HIS is a story—-a true 

has a moral—a moral which all 

laymen, all business men, ail 
bankers and-a thin scattering of econo- 
mists and statisticians will appreciate. 
Time: The spring of 1920. 


story. It 


Place: A medium sized eastern city. 
Characters: A traction company seek- 
ing to exploit the defenseless public 
—the villain. 
A public utility commission seeking 
protect the aforementioned public 
from the villain—cast for the naive 
hero. 
Two experts engaged by the villain. 
a discussion be- 
company and the 


Scene opens upon 
tween the traction 
utility commission. 


Traction Company: We are weary of 
the interminable postponements upon 
which you have insisted. We have 
been operating our lines throughout 
a period of rising prices. Our em- 
ployes get twice as much as they re- 
ceived before the war. We must 
spend on an average $2.50 to get as 
much equipment and supplies as we 
could buy in 1914 with $1. Yet the 
passengers on our lines still pay a 
nickel for the same ride. Our stock- 
holders no longer receive dividends. 
Unless we get permission to raise our 
rates we may be compelled to default 
on our bonds. 

Utility Commission: Gentlemen, 
must manifest a little patience. This 
situation is temporary. Prices will 
not long remain at their present levels 
and when they decline you will be 


you 
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able to resume your dividend pay- 
ments. 

Traction Company: That story has 
worn thin. We have met you every 
six months for the last three years 
and been greeted by the same plea. 


If your decision hinges on the per- 
manence of the present price level we 
will summon the world’s foremost 
monetary experts to advise the com- 
mission. 

Utility Commission: 


The company scours the 
finally two economists, fortu- 
nately near home, to testify before the 
commission. Both hold chairs in great 
eastern seats of learning. One of them 
has a distinct flair for flamboyant pub- 
licity. He has never been known to 
neglect an opportunity to break into 
print. This scholar maintained an 
elaborate personal organization to keep 
his views before the public. He was 
the foremost member of the Benevolent 
Order of Architects of Utopia and 
listed among his constructive proposals 
for the cure of human ills a pneumatic 
dollar which will keep prices at a stable 
level and also a clever scheme to elimi- 
nate stock market speculation. 

The second expert, although less 
known to the public, has gained fame 
and fortune through the re-organization 
of demoralized currency and fiscal sys- 
tems in all parts of the globe. 


Very well. 


globe and 
selects 


Hearings before Commission: First ex- 
pert on the stand. 
Question: Professor - 
judgment is the 
commodity prices? 


, what in your 
future course of 
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Expert: Commodity prices will remain 
at substantially their present levels 
for many years to come. The world 
has adjusted itself to an entirely new 
relation between gold, credit and 
prices. If any marked change in 
prices should now occur it would up- 
set this relationship and that in my 
judgment is inconceivable. 

Note: The traction company rubs its 
hands with intense satisfaction. Sud- 
denly a disturbing thought occurs. 
The other expert has just arrived in 
town and has not heard this testi- 
mony. What if he should disagree 
with it? While the questioning of 
Professor ——— proceeds a representa- 
tive leaves the room and hastens to 
the hotel where the second expert has 
just registered. This scene opens in 
the hotel room. 

Traction Company: Professor -—, 
what in your judgment is the future 
course of commodity prices? 

Second expert: They must decline and 
decline drastically. Credit has been 
inflated to a dangerous degree and a 
corrective process is in order. There 
will be a severe collapse of prices 
with a slight recovery over a period 
of years. 

Traction Company: 
very interesting. 
owe you? 


Ah—er, that i 


How much do we 


n 


v 


Note: Before the year was over prices 
had dropped approximately 40 per cent. 


MANY INSTANCES OF THE FALLIBILITY 
OF ANALYSIS 


Instances of the fallibility of economic 
analysis may be multiplied. Only re- 
cently an irate alumnus of Harvard 
wrote an open letter to his alma mater 
published in the Harvard Alumni 
Bulletin in which he charged the uni- 
versity with responsibility for the stock 
market crash and the subsequent dis- 
tress. Said this atrabilious graduate, 
“In weighing the causes of the great 
stock market crash Harvard University 
must receive its full share of blame. As 
we look back over the bulletins of the 


Harvard Economic Society, sent out 
every week by Harvard economists, we 
realize very forcibly how wrong they 
have been during the last two years.” 

The university took cognizance of the 
complaint. That in itself is remark- 
able. True to its tradition of dignified 
detachment it said of the Harvard 
Economic Society, in effect, “We do 
not know this person.” 

Some people whose memories extend 
back to October, 1929, recall that 
Irving Fisher on the eve of the retreat 
from Moscow in a public address ex- 
pressed the greatest confidence in the 
immediate future as well as in the en- 
during prosperity of the country. 

Among the published comments made 
at the end of 1930 the writer recalls 
one by a New York banker. The man 
must have been moved by a malicious 
vindictiveness of the deepest hue. He 
had actually taken the predictions of 
thirty forecasters made at the end of 


1929 and compared prophecy with 
event. Of the thirty, four were right, 
eight non-committal and the balance 


absolutely erroneous. 

What is the purpose of all this? Is 
the writer trying to discredit the pro- 
fession of which he is himself a mem- 
ber? In the first place a sense of 
humility compels him to mark the 
limitations of this field of knowledge. 
In the second place it is necessary to 
indicate the grave danger of any at- 
tempt to regulate economic processes 
when knowledge is imperfect and prin- 
ciples so inscrutable or, possibly, non- 
existent. At times like the present a 
host of self-appointed medicine men 
rush forward with copper-riveted 
schemes to restore order in a _ topsy- 
turvy world and bring forth the mellow 
sunshine of prosperity. 

In a previous issue of this periodical, 
a writer suggests the creation of a gen- 
eral economic staff as a part of the 
American Bankers Association. This 


corps of omniscient supermen should be 
charged with the task of discovering 
minatory developments in banking and 
business and then “do something about 
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it.” Just what it is that should be done 
is not quite clear although he speaks 
of a “dynamic and positive institute of 
banking policy.” 

As a measure of the failure of the 
American Bankers Association to realize 
ts opportunities and seize its responsi- 
vilities he recounts the proceedings of 
he annual conventions for the years 
1927, 1928, 1929, 1930 as follows: 

1. A striking absence is noted of the 
ecognition of a dangerously developing sit- 
ation of credit inflation in 1927, 1928 and 
929. 

2. The October, 1929, proceedings give 
10 clue of any interpretations of the crisis 
t hand and of the impending problems of 
redit deflation. 

3. The 1930 proceedings indicate no 
valuation of the character of the deflation 
n progress for a year nor an appreciation 
f the lingering unfavorable aspects of the 
vanking and credit situation. 

4. All proceedings contained addresses 
ind discussions, general in nature, referring 
o the current credit and business conditions, 
ut these did not attempt to relate adequately 
questions of banking policies to the underly- 
ing business and credit situation. 

5. Much time and space are devoted to 
matters concerned with bank operations, with 


banking technique or practices and pro 
cedures. 
6. Considerable emphasis during these 


years under review was given to the ques- 
tion of group, chain and branch banking. 

7. Here and there appear discussions on 
bank management and policies but no evi- 
dence of attempts to develop an attitude of 
concerted action in matters of banking policy 
as related to the contemporaneous business 
and credit situation. 


DEFENSE FOR A. B. A. 


Before considering his positive pro- 
posals it is necessary to enter a defense 
for the A. B. A. Just what were the 
manifestations of that dangerous credit 
inflation which was hatching in 1927, 
1928 and 1929 of which the A. B. A. 
should have taken notice? 

There are certain orthodox and time- 
honored tests of credit inflation. The 
first is the rate of growth of bank de- 
posits. Over a period of fifty years 
the annual rate of growth in this 
country has been approximately 7 per 
cent. Using the June 30 figures of the 
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Comptroller’s reports it seems that total 
deposits in 1927 were 5 per cent. 
greater than in 1926; in 1927-28 they 
increased 2.9 per cent., while in 1928-29 
they declined 0.7 per cent., making an 
average for the three years of 2.4 per 
cent. 

The next test of inflation is the re- 
serve ratio of the central bank, provided 
there has been no unusual drain of gold 


for trade or other reasons. Average 
reserve ratios of the twelve Federal 
Reserve banks for June, 1927, 1928 


and 1929 were respectively 77.8 per 
cent., 68.0 per cent. and 74.5 per cent. 

The final test of inflation is the 
effect on commodity prices. Using the 
index of the Bureau of Labor Statistics 
tor wholesale prices, the average for 
1926 being 100, we find the level of 
prices in 1927 at 95.4, in 1928 at 97.7 
and in 1929 at 96.5. 

Nevertheless in the year of grace 
1931 the A. B. A. is chided because 
the plain facts of a dangerous credit 
inflation escaped its opaque perception. 

The remaining criticisms of the A. B. 
A. are as well founded as the first. 
It is impossible in an article of this 
scope to examine the presumption of 
superiority which they exude. 

On the positive side the A. B. A. is 
advised in terms of magnificent generali- 
ties: 

the American Bankers Associa- 
tion can function constructively and _ efh- 
ciently as an organization of general banking 
and credit policy for the banks of the coun- 
try. In this respect it could become more of 
a nerve center than it now is for the bank- 
ing community and through an_ intelligent 
declaration of policies bring about a superior 
national banking policy in the interest of 
business, social and economic welfare some- 
what akin to that achieved in Europe 


through its highly integrated banking and 
financial system. 


From this it can only be concluded 
that the national organization of bankers 
is expected to lay down rules which 
will prevent speculative excesses and 
check those disturbing aberrations in 


business which today afflict the land. 
It is a beneficent purpose designed to 
alleviate 


recurring distress. For that 
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reason the task—and the duty—of ex- 
posure are graceless. Nevertheless the 
plan is so pregnant with mischief that 
its fallacies must be arrayed. 


FALLACIES OF THE PLAN 


In the first place we must pass by the 
insuperable difficulties of execution. 
What are the instruments with which 
the laudable purpose of stabilization is 
to be realized? What sanctions may 
the A. B. A. employ? What shall be 
the test of culpable deviation from the 
course of action outlined by the 
Olympian Committee of the A. B. A.? 

Granted that we have adequate in- 
struments of control, effective coercive 
power and are able to detect, measure 
and punish the indictable departure of 
recalcitrant banks from the clear path 
marked by the omnipotent gentlemen 
who guide the destinies of American 
banking, there still remains the difficult 
task of properly appraising the ailment 
of the hour and the still more difficult 
task of determining the proper treat- 
ment and the incidence of that treat- 
ment at some future moment when the 
body to which it is applied is likely to 
have changed materially from what it 
was when the decision was first made. 

Credit precedes by many months and 
sometimes years those material mani- 
festations in the economic world which 
it has made possible. Credit is the 
fertile soil and essential moisture which 
permits a venture to germinate and 
grow. What will be the condition of 
the world into which it sprouts and 
how will it affect that world? The 
financial mandarins whom it is pro- 
posed to endow with this far-reaching 
power must have the gift of acute and 
accurate perception and more—the 
revelatory genius of prophecy. What 
will the business world look like six 
months from now? The men who are 
to determine the banking policy of our 
23,852 banks must be able to see that 
and see it clearly. It is a significant 
fact that the selfless soothsayers who 
are the most prolific in their prescrip- 
tions for an ailing world are most 


fallible in their forecasts of the future. 
Can there be any qualitative or emo- 
tional connection between the two? 

Finally there is the formidable re- 
sponsibility which the mere statement 
of such a purpose embraces. To ap- 
point a body with “dynamic and posi- 
tive” injunctions to control credit and 
stabilize business argues a conviction 
that credit can be controlled and busi- 
ness stabilized. Has either end 
been accomplished? 

The great mass of our people will be 
justified in assuming that distress can 
be averted and that the select elder 
statesmen of the A. B. A. have been 
endowed with this power and created 
for this purpose. Is an active imagina- 
tion required to conjure up the reaction 
to failure? 

Something has been said about the 
splendid integration of European bank- 
ing systems, the beautiful harmony of 
mutual understanding and the effective 
way in which the present crisis has been 
met. This is news—startling news. 
According to every index of business 
conditions which has come to the at- 
tention of this writer, the condition of 
England and Germany is infinitely more 
critical than that of this country, 23,852 
bankers incapable of developing “a 
policy of concerted action in banking 
matters” to the contrary notwithstand- 
ing. 


ever 


POLITICAL PHASES 


A word must be said about the 
political phases of the proposal to grant 
the A. B. A. the power to formulate 
and enforce a national banking policy, 
however, that may ultimately be de- 
fined. Congress has never relented in 
its pursuit of the mirage of credit 
control for the elimination of specula- 
tion and the stabilization of prices and 
business. For years after the war the 
Banking and Currency Committees of 
the two houses have been fair prey for 
a certain genus of political priests 
abetted by visionary and myopic econo- 
mists. Extensive hearings were held 


on the Goldsborough bill, which was 
merely the legislative embodiment of 
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Irving Fisher's “compensated dollar.” 
The failure of this proposal to secure 
the necessary support led to the intro- 
duction of a series of measures by Rep- 
resentative Strong of Kansas designed 
to impose upon the Federal Reserve 
Board the duty of stabilization through 
the use of its discount, open market and 
persuasive powers. The Board, with 
self-preservative instincts, rejected the 
responsibility and denied its ability to 
achieve the purpose of this legislation. 

By the time these hearings were 
terminated in 1928 the Senate of the 
United States discovered the alarming 
state of speculation. The fact that the 
discovery was made by a small group 
of fire-eating and flannel-throated “‘lib- 
erals” from the South and West does 
not impair its value. Certainly the 
Reserve Board responded nobly. To 


the splenetic anguish of the vocal por- 
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tion of the upper house, the speculative 
malefactors of Gotham ignored the valu- 
able counsels of Washington and pro- 
ceeded to their doom. During the last 
session of Congress the Senate Banking 
and Currency Committee commenced 
an exhaustive inquiry into the failure of 
American banking to preserve its specu- 
lative chastity. Its profound delibera- 
tions will be resumed when Congress 
reconvenes. 

Under these circumstances let us 
assume that the A. B. A. announces 
the formation of a general staff with 
“dynamic and positive” powers of bank- 
ing control. Can anyone be so naive 
as to suppose that the “sinister” im- 
plications of this arrangement will 
escape the Cerberean guardians of the 
public weal? Just how long will it be 
before A. B. A. is subjected to Federal 


control? 





An oasis in the middle of the city is this interesting patio garden constructed for the 
use of its patrons by the Interstate Trust and Banking Co., of New Orleans. It is 
decorated with tropical plants to give it the air of a cool garden spot and in one 


corner a fish pond is fed from a trickling fountain. 
Miss Kittie Council, manager of the savings department and in charge of the building. 


The patio adjoins the office of 
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A glimpse of the officers’ lounge on the fifty-fifth floor of the new Manhattan Company * 
Building, at 40 Wall street, New York. a 
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Providing Safety for Future Banking 


The American Institute of Banking Is Teaching Scientific Bank 
Management, the Need for Which Has Been Shown 
by the Failures of 1930 


By Rome C. STEPHENSON 


President American Bankers Association, Vice-President St. Joseph County Savings Bank, 
South Bend, Ind. 


ANKING history of the last year 

is an eloquent sermon on the im- 

perative need of a greater dis- 
semination of technical bank education. 
In this connection the writer thinks first, 
not of the banks that failed, but of the 
banks that continued sound and pros- 
perous. Their very soundness is a basis 
for the study of good banking principles 
under both normal and abnormal con- 
ditions. It also suggests that a wider 
understanding of these principles should 
and can be brought about by the medium 
of education, applied especially to the 
developing minds and banking concep- 
tions of our younger generations of bank 
workers, who will be in command of our 
banks in the future. 

The banks that remained sound last 
year were generally subject to the same 
pitfalls and adversities as the banks that 
suspended. They were administered by 
men who enjoyed no special immunity 
from the fallibilities of human judgment. 
Yet, there must have been something in 
the attitudes of these men and in the 
policies of these banks that survived 
which especially fortified them against 
the common difficulties that beset bank- 


ing. 
We can grant that special local or 
unpreventable circumstances overtook 


some of the banks that failed and that 
their fate possibly would not have been 
different no matter who was running 
them or what their policies. But we 
cannot apply this extenuation to any 
great number. We must say that un- 
questionably the major factor of failure 
is to be found in the matter of manage- 
ment in those banks that failed—using 





management in its broad sense to cover 


technical competence, business integrity 
and economic intelligence. 


THE QUESTION OF MANAGEMENT 


This question of management is thus 
many-sided. It undoubtedly has its 
economic side. Economic conditions are 
an inherent part of banking, and there- 
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fore it is not so much an excuse for bank- 
ing failures to say they were caused by 
unpreventable economic conditions as it 
is an indication of one of the special 
competencies that bankers must possess, 
that is, the ability to understand and 
cope with economic conditions. 

This statement is emphasized by the 
fact that sweeping changes, both of the 
591 
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long-time type which have sapped away 
the business vitality of many small com- 
munities, and of the quick-acting type 
connected with the business depression 
which wrought havoc with our general 
fabric of business values almost over- 
night, were responsible for many bank 
failures. These circumstances have been 
used to absolve many bankers from blame 
for the collapse of their institutions, 
possibly with justification in some in- 
stances. But, on the other hand, is it 
not a part of good management, is it 
not an inherent function of the com- 
petence and economic intelligence to be 
expected from those holding positions of 
public trust, to exercise sufficient fore- 
sight to defend their institutions against 
unfavorable economic conditions? There 
is no doubt that, in some cases at least, 
the disastrous consequences of these bad 
external conditions, which are used as a 
blanket excuse for business failures, 
could have been averted either by 
changed internal policies, by bank con- 
solidations in places where shrinking or 
changing general business called for a 
curtailment of banking facilities, or by 
liquidation of excess units by the fore- 
sighted voluntary process instead of 
waiting for the catastrophe of involun- 
tary liquidation. In other words, a part 
of good management in any line of busi- 
ness is knowing when to quit. 

Generally speaking, therefore, we can 
say, after making due allowance for 
banks that closed through no conceiv- 
able shortcomings on the part of the 
men running them, that a large element 
in the internal conditions of the banks 
that failed was bad management and that 
a predominant element in the internal 
conditions of the bank that remained 
sound in the face of the same external 
conditions was good management. It is 
not the function of education to make 
this saving quality of good management 
prevalent in all banks, so that it will no 
longer be possible to make the foregoing 
classification and say that bank failures 
and bad management are roughly 
parallel? 

This is the value, and at the same time 
it is the task and real reason for being, 


of the American Institute of Banking— 
that it. drive bad management out of 
American banking by means of educa- 
tion. 

Is it too much to look forward to the 
time when it will be inconceivable that 
any bank should attempt to operate in 
this country unless its were permeated 
with the conception of scientific banking 
embodied in the intent and content of 
the Institute courses? 


NO REFLECTION ON PAST 


Saying this implies no reflection on 
banking of the past, nor any disrespect 
upon our thousands of good bankers who 
have contributed, without an Institute 
education, to the successfulness and high 
achievements that make up an over: 
whelming part of the history of Ameri- 
can banking, despite the too large part 
that failure has played in it the last 
decade. On the contrary, emphasizing 
the essential value of the Institute 
courses is a distinct tribute to those elder 
bankers, for education of this type is, as 
has been said, simply putting on a re: 
fined and systematic basis the experiences 
and achievements of the unschooled past 
and using it to school the future so as 
to make its success easier and surer. So, 
through the power of education, the 
essential effort of the past to perform its 
tasks in the best way, becomes the con- 
trolling spirit of the future. 

Let us look for a moment at this ques- 
tion of bank failures, and consider what 
hearing the American Institute of Bank- 
ing has in the problem it presents. The 
Federal Reserve Board's figures for 1930 
discloses that last year 1326 bank sus 
pensions were reported with aggregate 
deposits of $904,000,000. As for the 
calendar year period, 138 of the closed 
banks with $54,700,000 in deposits re- 
opened, leaving 1188 closing with de- 
posits at $849,300,000. Also many more 
banks in process of readjustment at the 
end of the year will ultimately reopen 
and the final net permanent closing for 
1930 will be further reduced. Like: 
wise net losses to depositors of such 
banks as do not reopen will be further 
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reduced by realization on their assets. 
The year 1930 however will stand out 
as the most disastrous year in history in 
respect to bank difficulties. The gross 
figures of closings as compared with total 
banking as of June 30, 1930, when there 
were 24,079 banks in the United States 
with aggregate deposits of $59,850,000,- 
000, show that one in every eighteen of 
our banks was in trouble either of a 
temporary or permanent sort, and that 
1Y per cent. of the public’s bank de- 
posits were involved. 

The public mind has been disturbed 
by these events. We hear various pro- 
posals, some sound but some unquestion- 
ably wild and dangerous, to meet this 
banking situation. It seems to the writer 
the only basic remedy can come from 
within banking itself—by the process of 
developing so uniformly high a standard 
of banking intelligence and proficiency 
in our banks that the history of 1930 in 
respect to its banking aspect can never 
repeat itself. 


BANKING REFORMS 


If this reformation does not come 
from within, we may expect some of 
these undesirable, however well inten- 
tioned, proposals to be imposed upon 
banking from without, where the true 
perspective on good bank administration 
is lacking. Already this year we hear 
renewed proposals in several states for 
the enactment of bank deposit guaranty 
laws, a fundamentally unsound plan 
which has proved a catastrophic failure 
in state after state where it was unfor- 
tunately adopted, and is now generally 
abandoned. We hear proposals also 
aiming to make the passing of examina- 
tions in banking given under state gov- 
ernment auspices a prerequisite to ap- 
pointment to official positions in banks. 
We hear suggestions, again, that the 
state banking systems be abolished and 
all banks be brought under Federal au- 
thority. We even hear it proposed that 
the banking authorities be given au- 
thority to remove summarily bank of- 
ficers whom they believe to be derelict 
in their duties; also that these public 
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authorities be empowered to authorize 
the taking over of a bank by another 
bank in cases they deem to present an 
emergency, without necessity of refer- 
ring the matter back to stockholders for 
approval. 

It seems to the writer that the great 
destiny of the American Institute of 
Banking is to produce a scientific bank- 
ing mind for banking as a whole that 
first will insure that there shall never be 
a repetition of the banking failure 
episode of 1930, and that, second, will 
so obviously represent the nation’s best 
banking thought and so strongly grip 
the public confidence that there will be 
no question of imposing upon banking 
from without unsound and subversive 
rules and restrictions and impediments 
such as are found among current pro- 
posals. 

To the writer, in fact, the A. I. B. has 
become an imperative for banking. He 
would particularly say to those who are 
responsible for the administration of our 
banks today that the attitude they should 
observe in regard to American Institute 
of Banking courses among their per- 
sonnel is clearly indicated by the fact 
that two of the main classifications of 
the causes of bank failures last year have 
been stated as being faulty management 
and economic conditions. These two 
classifications denote clearly what quali- 
fications are required of the modern 
American banker in order to make his 
bank successful and keep it out of danger 
—namely, as already indicated, profi- 
ciency in scientific bank management 
and, second, understanding of economic 
factors affecting banking. 


MANAGER AND ECONOMIST 


The banker must thus be a manager 


and a business economist. For if faulty 
management has been a major element 
in bringing about the 1326 bank closings 
of 1930, sound management is essential 
to prevent weak banking. And if the 
effects on banking or economic condi- 
tions in general and specific lines of 
business have been another major element 
in causing weak banking, why then it 
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is self-evident that a sound grasp of 
economic conditions, either to guard 
against their ill effects or take advantage 
of their helpful phases, is an essential 
part of banking. 

Fortunately for the American people, 
fortunately too for banking and for 
bankers both young and old, the Ameri- 
can Bankers Association through the 
American Institute of Banking presents 
exactly the answer to this double de- 
mand. It develops proficiency in all 
lines of scientific bank management 
among the rising generation of bankers. 
It brings them understanding of the 
multifarious economic conditions that 
come to bear on the operation of a bank. 
In short, it produces modern bankers— 
expert scientific managers and sound 
business economists. It constitutes the 
greatest force therefore which we have 
in the nation today making for a 
sounder, more serviceable and more suc- 
cessful banking plant than this nation 
has ever known. 

By the same token it places the im- 
perative injunction on bankers to insist 
that the earnest pursuit of the opportuni- 
ties offered to young bank people to 
make better, sounder bankers of them- 
selves through the American Institute of 
Banking or its equivalent, be prerequisite 


to their employment and advancement 
in bank work. 

Many banks indeed already make it 
a part of the contract of employment 
that the employe shall undertake to make 
himself proficient in banking by taking 
A. I. B. work. In others, too, it is an 
established fact that succes:ful progress 
in this work is necessary to progress to 
better positions in the bank. 

There are some 225 cities in which 
such rules are made possible of applica- 
tion by reason of the fact that there are 
Institute study chapters in operation 
there. In many other places study 
groups serve a similar function. The 
writer believes that every bank in every 
place where these conditions render it 
possible should place every one of its 
employes below junior officers under an 
obligation to take A. I. B. courses or 
show an equivalent for such action. 

Banking is too heavily fraught with 
responsibilities, not only to its depositors 
and stockholders but also to its com- 
munity, to have too much tolerance for 
under-qualified workers. Every bank 
should go to all feasible lengths to re- 
quire the highest possible standards of 
fitness on the part of those upon whom 
the soundness of its operations depends. 
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A Savings Goal for Every Income 


Bankers Should Co-operate to Establish the Idea of a Savings 
Reserve of Three Months’ Income 


By Vircit ALLEN, JR. 
Assistant Vice-President First Bank & Trust Company, Utica, N. Y. 


YEAR or so ago, the writer had 

A the pleasure of a visit with 

Charles F. Kettering, vice-presi- 
dent of the General Motors Corporation 
and head of that company’s research 
organization. As the elevator carried 
the writer to Mr. Kettering’s office, he 
could see framed and prominently dis- 
played on the walls of the corridors in 
the building, this statement, “Nothing 
is so obscure as the obvious.” 

When the writer commented on the 
statement seen framed in the corridors 
of his laboratory, he smiled and said, 
“That has been our experience.” 

Along this line, we wonder what 
obvious considerations we bankers have 
been overlooking in our desire to increase 
deposits and profits. Is it possible that, 
with more than fifty-two million savings 
accounts on the books of the banks 
throughout the country, we are carry- 
ing any of these accounts at a loss? 
And, if this is the case, what are we 
doing about it? 


ANALYSIS OF SAVINGS ACCOUNTS 


If we analyze the savings accounts on 
our books, we will find that a majority, 
or more than 50 per cent., of them are 
small balances under one hundred 
dollars, and, depending upon the costs 
of operation in our various banking 
institutions, we know that a considerable 
percentage of these savings accounts on 
our books result in a loss to us, by reason 
of either small balances maintained, or 
high activity, or both. The cost of 
Maintaining on our books a large number 
of small savings accounts is more forcibly 
brou.ht-to our attention when we con- 

From an address given before the Eastern 
Regi: ial Savings Conference in New York. 


sider the fact that the number of de- 
posits and withdrawals per savings ac- 
count per month bears little relation to 
the average balance of the account. It 
has been demonstrated that, regardless 
of the size of the savings account, the 
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average number of deposits and with- 
drawals is practically the same, amount- 
ing to between thirty and forty a month 
for every one hundred accounts. When 
we take into consideration research 
studies which have shown that the salary 
cost of handling the average savings de- 
posit or withdrawal varies from 6.60 
cents to 27.5 cents for each item, we 
readily realize the desirability of build- 
ing up the balances of small accounts, so 
that they may do more to earn their 
keep. 
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COURSE OF ACTION 


Conscious of the loss incurred daily 
by the large number of small savings ac- 
counts on our books, what course of 
action shall we consider as a remedy? 

Shall we go to the owners of these 
small accounts, as we have gone to small 
checking account depositors, and tell 
them that they must maintain minimum 
balances of a certain amount in their 
accounts or forego interest, or, perhaps, 
pay a small stop-loss charge, as has been 
required by commercial banks when 
checking accounts have fallen below 
certain requirements? Shall we do this? 
No, this is not entirely practical as far 
as savings accounts are concerned. We 
shall have to look about for some 
method of building up and stabilizing 
the balances of our unprofitable accounts. 

If we can gain general and widespread 
acceptance of the belief that every in- 
come earner should constantly maintain 
in a savings account, a minimum savings 
or cash reserve, varying in amount with 
his annual income, we will be acting 
constructively to overcome the problem 
of unprofitable savings accounts on our 
books. General belief that it is essential 
for every income earner to maintain a 
permanent savings reserve of this nature, 
will tend to increase savings deposits 
while stabilizing them against seasonal 
and cyclical fluctuations. 

If we should adopt a slogan, “Keep 
a Savings Reserve of Three Months’ In- 
come,” and cause this to be widely ac- 
cepted as the minimum savings goal for 
every income earner, it is estimated that 
the savings deposits of this country 
would be increased about one-third, or 
$10,000,000,000. An estimate is only an 
estimate, but nevertheless it suggests the 
possible effect of national recognition of 
such a savings goal for every income 
earner. 

And, is it not singular that savings 
goals for various incomes have not been 
established in the past? Goals and 
quotas are considered psychologically 
essential for the accomplishment of 
various purposes, and especially for the 
accumulation of funds. If we desire to 


raise money for a charitable purpose, 
those in charge of the campaign imme- 
diately set about establishing individual 
and collective goals or quotas for all 
taking part in the effort. If a business 
or industry seeks effectively to increase 
its sales volume, one of the first con- 
siderations of the sales manager is the 
establishment of practical goals or quotas 
for his salesmen and himself. If, through 
the assistance of those employed in our 
respective banking institutions, we seek 
to increase deposits and otherwise mer- 
chandise services offered, one of our 
first tasks is the establishment of goals 
or quotas for all who will participate 
in the work. Our accomplishment tends 
to be more successful if we aim at a 
mark. So it is not unusual, when the 
suggestion is made that a savings goal 
for every income should be established, 
to find others in ready agreement with 
this thought. 

Why has this potent selling idea re- 
mained unobserved these many years? 
Perhaps Mr. Kettering’s observation 


applies again, “Nothing is so obscure 


as the obvious.” 


ADVANTAGES TO INDIVIDUAL 


Up to this point, we have discussed 
the advantages of a minimum savings 
goal based on income, entirely from the 
standpoint of our own advantage as 
banks. What are the advantages of 
such a goal from the standpoint of the 
individual? 

Let us consider the case of John 
Smith, average citizen, earning $1700 
a year. Smith has been influenced by 
various savings appeals urging him to 
save to pay taxes and insurance, to save 
for travel, for vacations, for Christmas 
expenses, for this luxury and that neces- 
sity, and, finding the greatest appeal of 
all in the Christmas Club, he has saved 
$50 for Christmas expenses. Having 
done this, he has placed a part of his 
Christmas Club savings in a regular 
savings account and spent the rest. To 
his regular savings account, totalling 
about $15, he has added other monies 
from time to time. If he is an average 
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citizen, he will save approximately $130 
a year or about 8 per cent. of his in- 
come, part of which he will place in this 
account. From time to time he will 
build up this savings account with differ- 
ent purposes in mind, but his goals of 
saving will vary with his whims and 
fancies of the moment. Seven years 
will be the average life of his savings 
account, another indication of its tem- 
porary character as a reservoir of funds 
to be used for this and that. He will 
pick, choose and establish his own goals 
of saving, and therein lies the difference. 
In the past we have left the choice and 
establishment of the savings goals to the 
individual. In the future, it is our 
sincere hope that, like good sales man- 
agers and executives, we will take unto 
ourselves the task of establishing a mini- 
mum savings goal for the individual on 
the basis of his income, keeping ever 
before him a mark at which to aim, a 
minimum amount of cash which he 
should at all times maintain as a perma- 
nent savings reserve. 

If John Smith, average citizen, adopts 


the suggestion, “Keep a Savings Reserve 
of Three Months’ Income,” he will feel 
it desirable to keep in the bank, at all 
times, at least $425—this being three 
months’ income on the basis of $1700 


a year—his earnings. (It will take John 
Smith about three years to accumulate 
this reserve account of $425.) This 
amount of money will give him a liquid 
reserve for the average emergencies of 
life and the advantages of a reserve fund 
of this kind in a savings account are so 
many and obvious that there is no need 
to consider them further, unless, as a 
matter of current interest, we should 
mention the economic advantages of such 
savings funds during periods of unem- 
ployment. 


CALCULATION OF THE GOAL 


Now the question arises, whence 
comes this estimate of a savings goal 
in the form of a cash reserve equal to 
three months’ annual income? Such a 
savings goal must be practical to be 
acceptable. Is it possible that a mini- 
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mum savings goal of three months’ 
annual income is either too high or too 
low? 

Recognizing the possibilities of study 
along those lines, the Financial Adver- 
tisers Association, through the courtesy 
of Henry Bruére, invited Miss Hilda 
Hoffman, statistician of the Bowery Sav- 
ings Bank of New York City, to make 
a talk before the Louisville convention 
of the association last September, on the 
subject “Profitable Savings Development 
During the Next Decade.” In this talk, 
Miss Hoffman was asked to estimate the 
practical ratio between annual income 
and the cash reserve that should be 
maintained by every income earner to 
protect him against the average emer- 
gencies of life. The Russell-Sage 
Foundation was consulted and a survey 
made of the experience of the small loan 
departments of banks. After consulta- 
tion with W. Espey Albig, deputy man- 
ager of the American Bankers Associa- 
tion and others, a cash reserve equal to 
three months’ income was recommended 
as a minimum savings goal for every 
income earner. As determined by the 
experience of banks and other loaning 
organizations, this reserve fund would 
tide the saver over the period of a 
normal emergency. Further research 
may establish this savings goal more 
definitely, but it is likely that the mini- 
mum that Miss Hoffman has determined 
as a result of her studies, is entirely 
practical, allowing, as it does, a margin 
of safety over the average emergency. 


HOW TO ESTABLISH THE SAVINGS GOAL 


How shall we proceed to establish in 
the American mind, the conviction that 
every income earner should keep a mini- 
mum savings reserve, equal to three 
months’ income? 

The first step, it would seem, would 
be through co-operation in advertising. 
From a study which the writer has been 
privileged to make on the subject of co- 
operative bank advertising, a joint com- 
mittee of the American Bankers Associa- 
tion and the Financial Advertisers Asso- 
ciation has determined that we may 
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anticipate a reasonable degree of co 
operation in advertising on the part of 
a majority of banks throughout the 
country—not co-operation in bank ad- 
vertising' over joint signatures, but 
co-operation individually to serve a 
common purpose. In a number of bank- 
ing communities, such co-operation in 
advertising is now a fact, and it is 
believed that banks generally can be 
counted upon to make constructive use 
of a properly sponsored and acceptable 
idea. In view of this fact, the active 
interest of the Savings Bank Division of 
the American Bankers Association and 
the active assistance of the Financial 
Advertisers Association should do much 
to make effective the slogan, “Keep a 
Savings Reserve of Three Months’ In- 
come.” The reasons for the slogan and 
the benefits that may result from ac- 
ceptance of it by the saver, as well as 
the bank, should be made known to 
both, and, with consistent effort to secure 


use of the slogan in bank advertising 
copy, results would follow. 

The co-operation of publication and 
news editors should also prove of definite 
assistance. For instance, in one of the 
most influential and widely read publica- 
tions for women, recently appeared an 
article on family finances. The writer 
of the article, who was announced as 
an authority on the subject, advised the 
purchase of a bond with the first $500 
saved; advised sacrifice of the liquidity, 
the diversification of risk, and the ade- 
quate return of a savings account for 
the ownership of a bond at a slightly 
higher rate of interest, by a family with 
a cash reserve of only $500. Consider 
the effect of this kind of advice! This 
suggestion would not have been made, 
however, if the editor of the publication 
concerned and the author of the article 
had believed that one should, at all times, 
keep in a savings account a cash reserve 
equal to at least three months’ income. 
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Bankers Must Study Distribution 


The Successful Banker Must Keep His Finger on the Economic 
Pulse of a Rapidly Changing World 


that our present 

system of dis- 
tribution has not 
been functioning 
properly. If we de- 
fine distribution as 
the process by 
which economic 
goods pass from 
producer to con- 
sumer, the disloca- 
tion is apparent. 
Millions are on the 
verge of starvation 
while millions of 
bushels of wheat, 
millions of barrels 
of petroleum, thou- 
sands of tons of 
copper and huge 
surpluses of sugar 
coffee, wool, cotton, 
rubber, coal and 
other necessities of 
modern life are dis- 
tressing business 
men because they 
cannot be distrib- 
uted to those who 
would turn them 
into consumers’ 
goods and thereby 
gain an honest liv- 
ing. The material 
is waiting. Labor is 
waiting. The em 


[' is quite evident 


ployer is waiting. The capitalist is wait- 
ing and so is the banker—all waiting 
for some magic spark which they hope 
will set the machinery in motion again. 


_ 


From a paper read before. the Institute of 
Business, New York University. 


By GrorceE V. McLAUGHLIN 
President Brooklyn Trust Company, Brooklyn, N. Y. 


© BLANK-STOLLER 

Georce V. McLAuGHLIN 
A native of Brooklyn, Mr. McLaugh- 
lin began his banking career in the 
North Side Bank of that city and was 
appointed a state bank examiner at the 
age of twenty-four. He served later 


_as state Superintendent of Banks, a 


position he resigned to become Police 
Commissioner of New York City. 
After resigning that position he was 
for a short time executive vice- 
president of the Mackay Companies 
and in 1927 became president of the 
Brooklyn Trust Company, a position 
he has occupied since. 


attempt to supply it. 
of bank credit for capital has caused 
as much distress as any other ill-advised 
practice in the business world. If credit 


The banker's func- 
tion in the process 
of distribution is 
that of supplying 
credit to “carry” 
goods while they are 
passing through the 
various stages from 
raw material to 
finished product. 
This isa very neces- 
sary function, be- 
cause it enables the 
distributor to econo- 
mize on _ capital. 
Credit, which a 
noted French econo- 
mist defines as “the 
exchange of an ac- 
tual reality against 
a future probabil- 
ity,” has an im- 
portant stake in the 
field of distribution 
because the “future 
probability” which 
justifies the advanc- 
ing of cash or its 
equivalent becomes 
more remote as the 
process of distribu- 
tion becomes less 
efficient. Credit, 
moreover, must be 
short-term credit, or 
else the commercial 
banker should not 
The substitution 


be. considered as self-liquidating and 


temporary capital,as it should be, it will 
be seen that its purpose is analogous to 
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lubricating oil in a motor—it is indis- 
pensable to distribution, extremely help- 
ful if supplied in the right quantity, 
harmful when frozen, but it will not, 
by itself, start machinery which has 
stopped. 


WHY THE BANKER IS WAITING 


When these facts are borne in mind, 
it is easy to see why the banker is wait- 
ing. He has plenty of funds to lend 
those engaged in distribution but he has 
a higher obligation to his depositors— 
he must keep his bank in a liquid con- 
dition if he justifies his position of 
trust. There have been distressing in- 
stances, recently, of bankers who failed 
to do this, but happily they are a very 
small minority. Thus, confronted as 
he is today with a breakdown in the 
system of distribution, the banker can 
pursue only one logical course: he can 
lend at low interest rates to those who 
can show that their obligations will be 
liquidated on demand or shortly there- 
after, and thus contribute his share 
toward lowering the cost of moving 
goods from producer to consumer. Gen- 
erally speaking, the bankers of the 
country have done exactly that in the 
last twelve months, as the writer will 
attempt to demonstrate. But they must 
not, in their effort to place surplus 
credit at favorable rates, make loans in 
instances where it is likely that they 
will become frozen because of errors, 
past or present, on the part of those 
engaged in distribution. 

It may be seen that the banker is 
suffering, not only from partial paralysis 
of commodity distribution, but also from 
a distribution problem of his own. The 
two are related. As is usual in periods 
of depression, capital accumulation has 
been accelerated. Business is cutting 
costs and eliminating wastes and those 
who earn salaries and wages are cur- 
tailing their extravagances. The com- 
mercial banker should normally trans- 
form a portion of accumulated capital 
into the lubricant of bank credit, which 
should wash back and forth over the 
bearing of our commercial machinery, 


but since the machinery has been 
throttled down to snail’s pace, it re- 
quires less “oil” and capital must be 
converted to other uses. This is the 
banker’s distribution problem at present, 
which raises the question of how the 
future will differ from the present and 
what the banker must do to meet it. 


SIMILARITY IN DEPRESSIONS 


Finding many points of similarity be- 
tween the present and other depression 
periods in the past, we are prone to 
assume that recovery will follow as a 
matter of course and that the future 
will bring other periods similar to 1929 
and 1920. We have absolved distribu- 
tion of blame for business cycles and 
we now charge them to “psychology,” 
which, like charity, is covering an in- 
creasing multitude of sins. Having thus 
“discounted” the business cycle, it is 
easy to overlook certain fundamental 
changes of a long-term character which, 
though not easily discernible, may be of 
great import to humanity in general 
and the banker in particular. 

After the present business depression 
has ended, will prosperity rise to an- 
other peak as high as 1929, or will we 
pass through a long period of mediocre 
business activity like that of the 1890's? 
What effect will the rise of techno 
logical unemployment, artificially high 
tariff walls, huge foreign debts and 
economic prostration in much of the 
world have on business recovery? Since, 
as the French economist says, the 
banker must exchange a present reality 
for a future probability, it behooves 
him to study the future with infinite 
care. If he does not, he will continue 
to find himself with a distribution prob- 
lem of his own and will continue to 
sit helplessly while economic maladjust- 
ment takes its toll of human misery. 

A glance at the past may help. What 
have been the most significant changes 
in distribution in recent years? It 
would require at least two volumes to 
discuss them completely, but in outline 
it may be noted that the chain store 
has supplanted, in great measure, the 


- «a— am ac Gh oe he € fh Gee ee OD 





THE BANKERS MAGAZINE 


small retailer; instalment selling has 
increased vastly; consumers are taking 
less food and clothing by weight and 
more in terms of value; the farmer and 
the small town resident now own auto- 
mobiles and drive to the city to do their 
buying; the cities have drawn popula- 
tion from the farms and countryside 
and the suburbs have drawn popula- 
tion from the cities; the distribution has 
been under heavy economic pressure 
and has resorted to mergers, which in 
some. cases have meant combinations 
large enough to float issues of securities 
and raise working capital sufficient to 
render them independent of commercial 
bankers; advertising and sales effort 
have increased considerably; and there 
has been a tendency toward a smaller 
consumption of goods and a larger con- 
sumption of services. Whether these 
trends will continue is, of course, guess- 
work, but intelligent guessing is usually 
preferable to blind indifference. 


> 


BANKER MUST FORESEE CHANGES 


The banker has met the majority of 
these changes, and, if he can foresee 
them, he may meet those which are to 


come. He lends to chain store corpora- 
tions and upon the security of their 
stocks and bonds. He lends to finance 
companies which have sufficient capital 
to withstand the shock of possible in- 
stalment-paper losses. The city banker 
has profited, at the expense of his small- 
town contemporary, through the im- 
provement of transportation facilities— 
as recent figures compiled by the Comp- 
troller of the Currency eloquently 
testify. He has merged with other 
banks in order to meet the demands of 
enlarged distributing organizations for 
large lines of credit. He has become an 
advertiser himself. But he has not met 
the problem ‘of banking in small com- 
munities, suburban or otherwise. 
Neither has he solved the problem of 
credit for the small distributor. The 
real estate loan problem is causing par- 
ticular distress at present. The prob- 
lem arising from competition between 
goods and services for the consumer's 
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dollar may become more acute in the 
future. 

The small distributor, whether he be 
manufacturer, wholesaler or retailer, 
suffers from competition of larger 
organizations unless he is engaged in a 
highly specialized line of activity. 
Larger organizations can afford better 
research and sales methods and better 
management in general. All too fre- 
quently the small retailer operates on 
insufficient capital; cannot absorb obso- 
lescence losses through the marking 
down of sale prices and in periods of 
depression becomes burdened with un- 
salable merchandise which freezes his 
bank loans. Yet the banker must lend 
to the small distributor because, in many 
instances, the financing of his large 
chain competitor is handled through the 
security markets. The banker, in such 
cases, must supervise the marketing 
(and sometimes production) methods of 
his small borrower. To do this, he 
must be or become a marketing or dis- 
tribution expert himself. He must steel 
himself to deny credit to those who 
need and are unwilling to accept this 
supervision. 

The real estate loan is perhaps the 
sorest spot in the banking world today. 
Some kind of financing is necessary in 
order that shelter may be distributed, 
but how far the commercial banker 
should go is a question. Inflation is 
easy in real estate, but deflation is slow 
and painful because it cannot be mea- 
sured like that in security and com- 
modity markets. Without a known 
market value, one can never estimate, 
with any degree of accuracy, the equity 
behind a real estate loan. And since 
the collateral is “slow,” the loan be- 
comes slow in a crisis. Perhaps the 
solution lies in restriction of such loans 
to a small portfolio of marketable first 
mortgages and, possibly, the making of 
short-term loans to second mortgage 
companies backed by ample capital 
funds—a method similar to that em- 
ployed at present in financing instal- 
ment selling. This, of course, means 
a middleman’s profits, but it must be 
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written in the banker's code of ethics 
that liquidity comes ahead of earnings. 


PROBLEM OF GOODS AND SERVICES 


The problem of goods and services is 
not readily discernible, but statistical 
evidence indicates that it is coming, if 
not already here. The absolute volume 
of physical production of goods in the 
United States increased between 30 and 
35 per cent. between comparable phases 
of the business cycle in 1920 and 1929 
and in 1921 and 1930. Population in 
the same period increased 16 per cent. 
—one half as rapidly as production. If 
this rate of long-term growth is to con- 
tinue Americans must consume more 
goods or maladjustments will result 
from our high-geared production pace. 
If the surplus is exported, an import 
surplus of goods or services must bal- 
ance it, because gold imports and 
foreign credits cannot continue at the 
present pace forever. While produc- 


tion of goods is increasing, the number 
of workers required to produce them is 


declining. The number of industrial 
workers decreased 5 per cent. between 
1919 and 1929 while the physical 
volume of production has been esti- 
mated to have increased 55 per cent. 
This rise in output is accounted for by 
an increase of about 35 per cent. in 
electric power consumption by industry 
during the decade and a large increase 
in invested capital. If workers engaged 
in the production of goods continue to 
be displaced by machinery and _elec- 
tricity, the probability is that they and 
their successors in new generations will 
have to perform services, rather than 
produce or distribute goods, as a means 
of livelihood. . 

Unless the tempo and habits of 
modern life undergo a complete trans- 
formation these services will be needed 
and utilized and will compete with 
goods for the consumer's favor. It has 
been noted by many economists that 
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consumption of many kinds of goods 
has decreased materially in recent years. 
The offsetting increases are to be found 
chiefly in products adaptable to instal- 
ment selling, which is obviously an 
artificial stimulant to consumption. One 
needs only to look about himself to 
note the vast number of services and 
service organizations which were not in 
existence a few years ago. The banker 
must find ways and means to supply his 
credit on a self-liquidating basis to those 
engaged in the performance of services 
as well as those engaged in the produc- 
tion and/or distribution of goods. He 
is doing this to some extent in loans to 
corporations or partnerships which per- 
form services and to those who hold 
stocks of such. corporations; but he 
must be prepared for loans to indi- 
viduals whose services are not adaptable 
to the corporate form and who may 
need accommodation on a different basis 
from that which prevails today. 

In conclusion, it might be said that 
the banker must keep his finger con- 
stantly upon the economic pulse of. this 
rapidly changing world. He must 
study distribution exhaustively and con- 
tinually, and become a marketing ex- 
pert—if he is not one already. He 
must foresee changes before they be- 
come generally apparent and must meet 
them. He must treat distributing in- 
efficiencies on the part of prospective 
borrowers with an iron hand. To do 
this properly, he must have more facts 
and analytical information about dis- 
tribution. Statistics on this subject are 
woefully inadequate at present and 
those engaged in distribution must. sup- 
ply them. If the banker is remiss in 
these duties, the penalty is loss of 
liquidity on the one hand or over-com- 
mitment in securities on the other. The 
American people will. continue to ac 
cumulate canital and the banker must 
place it for them. If he does not, some 
one else will. 





“Movies” as Bank Lobby Displays 


How and Why the Union Trust Company of Cleveland Uses 
Them in Both Direct and Indirect Selling 


By GEORGE 
Of the Union Trust 


OTION pictures as lobby dis- 
M plays have been used by the 

Union Trust Company of 
Cleveland in the main office and the 
branch banks to a considerable extent 
for the last two years. Appearing 
under the general title, “The Union 
Trust News Reel,” they have made in- 
teresting exhibits and have become an 
important unit in the bank’s display 
activities. 

The pictures fall under two classifica- 
tions. One is the purely sales picture 
devoted entirely to selling some specific 
service of the bank; the other is the 
indirect selling picture which is a film- 
ing of interesting local events with a 
reading title of bank publicity inserted 
at some point in the picture. 


INDIRECT SALES APPEAL 


Some very interesting pictures of the 
second type have been produced by the 
Union Trust. Two of these pictures 
that attracted unusual attention were 
those of the National Air Races in 


SOFFICIAL ROX 


O. GouLp 
Company, Cleveland 


1929 and the Gordon Bennett Balloon 
Races in 1930, both held in Cleveland. 
The real attraction of these two pictures 
was, of course, the spectacle shown. 
With the aid of a motion picture 
camera, it was possible to present in- 
teresting features of these two events 
that even those who attended did not 
see. 

For instance, there were scenes from 
the air and close-ups of prominent 
people and strange types of airships. 
In the Gordon Bennett Balloon Race 
picture there was a scene of parachute 
jumping taken from the plane from 
which the jumps were made, and pic- 
tures of the balloons, made from the air, 
after they had taken off. All these 
spectacular features made a picture 
that kept a crowd around the exhibit 
during the whole time it was in the 
lobbies of the main office and the 
branches. 

The National Air Races in 1929 
covered about a week, so, to take ad- 
vantage of the tremendous amount of 
local publicity being given this event, 


A scene from the motion picture of the National Air Races at the left, showing 
Colonel and Mrs. Charles A. Lindbergh, and, at the right, army bombers in forma- 


tion flight, a scene from the Gordon Bennett Balloon Race picture. 


Both were. taken 


by the bank’s publicity department. 
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the Union Trust rushed through pro- 
duction on the events filmed during 
the first three days and started showing 
them on the fourth day of the races. 
At the close of the races the events 
filmed the last days were spliced onto 
the film which was already running 
and the exhibit continued another week. 
This speeding-up of production paid 
big dividends in interest in the exhibit. 

The National Air Races and the 
Gordon Bennett Balloon Races were 
the only two events which warranted 
devoting a complete “news reel” to 
them. As a rule, the indirect selling 
“news reels” cover three or four sub- 
jects. Such items as major local sport- 
ing events, unusual educational activi- 
ties, spectacular fires, convention 
parades, a maple sugar festival, local 
events in aviation such as Hawks and 
his plane-towed glider when he visited 
Cleveland, the opening of an Ohio 
Indian mound, Cleveland’s water-front 
and industrial activities, and scores of 
other interesting local occurrences, all 
made worthwhile and interesting mate- 
rial for these motion pictures. 


DIRECT SALES APPEAL 


The direct-sales-appeal picture is a 
“news reel” devoted entirely to the 


selling of one service of the bank. It — 


may be the travel department, the safe 
deposit department, or membership in 
the Christmas Money Club; but it tells 
but one story and that is a selling story. 

There are three methods of procedure 
to procure suitable motion pictures 
with a direct sales appeal. They can 
be made by a professional industrial 
motion picture organization; they can 
be groupings and editings of amateur 
films; or they can consist of duplicates 
and re-editings of professional pictures 
already in existence. 

The first method, while the best, is 
also the most expensive. However, 
there are times when anything but the 
best is the most expensive in the long 
run and for real results the individu- 
ally prepared motion picture is by far 
the most impressive. 


The second method, that of using 
groupings of amateur films, has been 
known to produce some very interest- 
ing pictures. Generally speaking, how- 
ever, the amateur films lack the sparkle 
and brilliancy of a professional produc- 
tion and show ignorance of staging and 
directing, all important details to the 
success of a motion picture. In spite 
of these disadvantages, however, it must 
be remembered that this is the cheapest 
way of producing promotional pictures 
for bank purposes. 

The Union Trust had occasion to use 
this method of building a picture in 
the preparation of promotional material 
for a collegiate glee-club tour of Nor- 
way, Sweden, Denmark and England. 
There were several members of a similar 
cruise of the preceding year who had 
taken some remarkably good pictures 
with their 16 m. m. home movie equip- 
ment. Collecting these pictures the 
bank was able, with some skilful selec- 
tion of scenes and a series of lively 
titles, to develop a picture of unusual 
interest. Exhibited in a dark room, the 
picture appeared to be brilliant and 
clear—but projected against the day- 
light, as all the “news reel” exhibits 
must be, there was not that brilliant 
definition that is apparent in the pro- 
fessionally exposed film. 

However, in spite of this disadvan- 
tage, the picture never lacked an ap- 
preciative audience during the whole 
period it was exhibited in the Union 
Trust lobbies, since it made up in 
youthful spirit and action what it 
lacked in technical skill. 

The third method, that of using pro- 
fessionally made pictures already in 
existence and re-editing and grouping 
them, has been used successfully by the 
Union Trust Company. One such pic’ 
ture, prepared for the travel depart- 
ment on a special Mediterranean cruise, 
was taken from ten thousand feet of 
film originally made for a steamship 
company. By picking the highlights 
the bank was able to prepare a thou- 
sand-foot picture which took about 
fifteen minutes to show and which 
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The screen in this travel movie display is set in the semi-circular cutout at the center 


and top. 


Photographs showing views along the itinerary of this cruise are mounted 


on the side wings and the route marked out on the map in the center bottom panel. 


moved rapidly and bubbled over with 
interest. 

The method the bank used for pro- 
ducing such a picture is as follows: 
After the picture has been viewed, a 
list of desirable scenes is made and 
new titles wiitten. The scenes are cut 
out and spliced together in chronological 
order. Then a duplicate negative is 
made of the scenes selected, new titles 
inserted, and the picture is ready to be 
printed and exhibited. The cost of 
producing a picture by this means is, 
of course, not as low as producing a 
picture from amateur films, but neither 
is it anywhere near as expensive as 
would be an original production. 


PROFESSIONALLY’-MADE PICTURES 


“Keys to Safety” is the title of a 
professionally-made motion picture, re- 
cently produced by the bank, selling the 


safe deposit department. The picture 
takes the two greatest hazards to per- 
sonal property, i. e., fire and theft, and 
shows graphically how unexpectedly and 
easily personal property can be lost. 
The picture opens with a scene show- 
ing a burglar entering a home and 
rifling the contents of a drawer which 
contains jewelry and valuable papers. 
This episode is followed by a fire scene 
which closes with a display of what 
is left of valuable papers, charred and 
water-soaked, and jewelry, now a con- 
glomerate mass of metal. Both the 
burglary and fire occur in the same 
home. = 
These occurrences introduce the sell- 
ing part of the picture made in the safe 
deposit department of the bank, with 
the employes of the safe deposit de- 
partment playing the leading roles. 
The actress, who was identified in 
the earlier part of the picture as the 
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Getting ready to “shoot” one of the “close-ups” in “The Keys to Safety,” safe deposit 
picture of the Union Trust Company of Cleveland. Safe deposit employes were used 
* in the scenes taken in the department. 


housewife, enters the safe deposit de- 
partment of the Union Trust Company 


and asks about renting a box. She is 
shown the various sized boxes, upon 
which prices are plainly marked. 
Close-ups are used freely to compare 
the size of the boxes in relation to the 
prices marked on them. She is then 
conducted on a sightseeing tour of the 
vault and private booths, shown how to 
unlock a box, the necessity of using 
two keys, and the rest of the procedure 
followed by customers of this depart- 
ment of the bank. 

In the final scene she chooses the size 
of box she desires and receives her key. 

In the close-ups, where the housewife 
is being shown the various sized boxes, 
direct and practical selling arguments 
are used as sub-titles. This is in reality 
a selling demonstration and has a: par- 
ticularly forceful appeal since it is in 
the form of a movie. 

Not an opportunity was overlooked 
to adapt the versatility of the motion 
picture in putting across points of safe 
deposit service which had hitherto been 


dificult to handle. To illustrate: the 
idea of the two keys necessary to open 
the box was forcefully and clearly 
shown with a series of close-ups show- 
ing the procedure of opening a box. 
The keys were clearly identified by the 
use of subtitles and it was shown that 
neither of the keys would open the box 
alone. 

This motion picture was especially 
prepared under the direction of the 
publicity department of the bank. The 
scenario was written by the department 
and a representative of the department 
assisted a professional director during 
the filming. The picture was then 
edited by both the publicity depart- 
ment’s representatives and the staff of 
the professional organization, new titles 
being written and the picture re-as 
sembled in parts where it had been 
necessary to deviate from the original 
scenario. 

One of the striking features of the 
picture which attracted a lot of atten’ 
tion was the use of familiar scenes. 
The co-operation of the local fire de- 
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partment made possible the shots of fire 
apparatus dashing along familiar Cleve- 
land streets and, of course, there was a 
great deal of the picture filmed at the 
main office of the bank. 

During the first four days this. pic- 
ture ran in the lobby of the. main office 
it drew an average of 176. people an 
hour. The running time of the picture 
was about twelve minutes. 


DISPLAYING. THE MOVIE 


As a rule the “news reels’’ were ex- 
hibited with the minimum. of extraneous 
display material. The standard method 
of procedure was to, set the. continuous 
projector on a stand about five feet 
high, draped in black velvet. The 
screen was protected from strong day- 
light by a shadow-box arrangement that 
fitted over the front of the screen. The 
front of this shadow box was arranged 
with a valance across the top, decorated 
in the center with the bank’s insignia 
and curtains of black velvet tied back 
at the sides. The whole gave the ap- 
pearance of a miniature stage with the 
screen set back into it. 

However, there were occasions when 
more elaborate material was used in con- 
nection with the exhibition of the pic- 
ture. For instance, the safe deposit pic- 
ture, spoken of previously, was exhibited 
in the doorway of a miniature vault, a 
scale-down of the entrance to the great 
vault in the main office. The screen 
was set well back into the entrance to 
protect it from any undesirable side- 
lighting. The continuous projector 
threw the picture onto the screen from 
the rear of the display. 

Another such built-up display was 
used in connection with the travel pic- 
ture of the Mediterranean cruise, pre- 
viously mentioned. There were four 
elements to this display, a center panel 
of a map with the itinerary marked out 
on it, two side-wings with photographs 
of scenes along the route, and a semi- 
circular top piece with a colorful design 
adapted from the cover of a booklet 
describing the cruise. It was in this 
top section that the screen was located, 
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set well back into the front of a much 
simplified “temple” which was part of 
the design, making a shadow box to 
protect the screen. 

It is doubtful whether the addition 
of such elaborate material adds much 
to, the effectiveness of motion-picture 
exhibits. It does make a more striking 
display. from a. distance, and might be 
well suited for window-display pur- 
poses, but: the experience of the Union 
Trust has shown that whether or not 
displays. were elaborated upon, there 
was always a capacity audience about 
them. Perhaps the pulling power of a 
compact group. of intent spectators is 
just: as. strong as the attraction of any 
elaborate display. 


PROJECTION’ EQUIPMENT 


The Union Trust has. several continu- 
ous projectors, which it. uses for these 
displays. By. rotating through the 
branches complete coverage can be made 
in about six weeks. When it is neces- 
sary for more immediate coverage it is 
possible to rent the additional projec- 
tors required. 

The projectors are set at the rear of 
the displays and project upon a trans- 
lucent screen through a fabric funnel 
that protects it from extraneous light. 

It might not be amiss to point out at 
this time the distinct advantage of pro- 
jection through a translucent screen 
from the rear of a display. In the case 
of normal projection of motion pictures 
the observer watches a reflection of 
projected light on the screen which is 
necessarily of low intensity for the very 
reason that it is reflected light. By 
projecting through a translucent screen 
from the back the observer looks directly 
at the light source and of course the 
image appears more brilliant. This 
optical system is one of the major fac- 
tors in making daylight projection pos- 
sible. Another minor advantage of this 
system is that nothing clutters up the 
foreground of the display, nor can any 
spectator unintentionally interfere with 
the projection of the picture. 

Ordinarily motion pictures of this 
nature are used as a major element in 
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The background for this safe deposit movie display is a miniature of the vault door 
in the main office of the Union Trust Company of Cleveland. The translucent screen 
through which the picture is projected is set into the grille door. 


a window display. This practice is 
particularly true of industrial pictures. 
The Union Trust used motion pictures 
as window displays at the first but 
eliminated this type of display after ex- 
perimenting with windows both at its 
main office and several of the branches. 
It was found that only a limited num- 
ber of people could view the display 
when it was used in a window and 
loiterers were the first and most con- 
sistent spectators. This not only less- 
ened the number of desirable viewers 
through lack of space, but also tended 
to turn away desirable spectators who 
did not care to push into a crowd for 
a glimpse of the exhibit. 

After these experiments the displays 
were tried as lobby exhibits, and worked 
very well. The people in the bank 
proved to be more desirable prospects 
for banking services advertised through 
this medium and the average worth of 
the spectators was raised considerably. 
Furthermore, the spectators were less 
hurried after they got into the lobby 
and a greater percentage stayed to view 


the entire picture. In some cases this 
was so true that at 3.30 p. m., a half- 
hour after the bank was closed, it was 
necessary to turn the machine off to get 
the spectators out of the lobby. This 
may give some idea of the interest- 
holding factor of this type of exhibit. 


EQUIPMENT FOR TAKING MOVIES 


Though the Union Trust makes a 
practice of using outside professional 
services to prepare promotional movies 
where a sales story is being told, the 
bank films the news shots for the in- 
direct selling pictures with its own 
equipment. 

An automatic camera with three 
lenses mounted on a turret was pur’ 
chased for this purpose. This camera 
uses standard 35 m. m. film, regulation 
theater size. The projectors are 16 m. 
m. film, a smaller size used for home 
movie equipment. The reason for using 
large-size film in taking the picture is 
to get the added brilliancy obtainable 
through printing the film in reduction. 
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Both the air races and the balloon 
races, previously mentioned, were filmed 
with this camera. It can be either 
mounted on a tripod or held in the 
hand. No cranking is necessary as it is 
motor driven. Titles and laboratory 
work for these “news” pictures are done 
by a professional organization, the bank 
furnishing the plan and copy, besides 
doing the editing. 


PREPARING A SCENARIO 


The preparation of a scenerio for pro- 
ducing a selling picture, while more or 
less of a technician’s job, can be done 
by one understanding the limitations 
and possibilities of motion pictures. The 
Union Trust has found that the bank’s 
publicity staff is capable of the pre- 
liminary work and that the professional 
organization can carry on as the work 
becomes more techincal. First a brief 
is prepared of the action of the story 
to be told. The brief merely tells the 


progress of the story, discussing the pro- 
posed action and scenes, with descrip- 
tions of the points to be emphasized in 
each episode. 

From the brief the scenario is pre- 


pared. This is a comprehensive con- 
tinuity of the picture, including the 
titles to be spoken and the number of 
angles from which each scene is viewed 
—close-up, medium or long shots. 

The scenario usually ends the respon- 
sibility of the publicity staff. From this 
point on the professional organization 


At left, a scene from the Christmas Money Club motion picture. 
showing the necessity for two keys in safe deposit service. 
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takes over the responsibility, the bank’s 
representative merely acting as an ad- 
viser. The professional organization 
prepares the working schedule, secures 
the locations, actors and necessary prop- 
erties. 

The working schedule is substituted 
for the scenario when the assembled 
company finally gets on location. This 
is prepared from the scenario, but the 
chronological order of the scenes is all 
rearranged. Instead of a living room 
scene following a kitchen scene, all the 
living room scenes are grouped together, 
all the kitchen scenes likewise and so 
on down the list. The story is then 
filmed in any order that is easiest from 
a technical standpoint. This means that 
as a rule every scene that occurs in the 
living room is filmed at one time and 
this is true of every location. 

During the filming of the picture 
the publicity department representative 
works with the professional director, ad- 
vising him on the points that the bank 
desires to emphasize. 

After the picture is filmed the pre- 
liminary editing is done by the movie 
organization and then smoothed up 
with the co-operation of the bank’s pub- 
licity department. Editing is perhaps 
the most important task in the whole 
preparation of a motion picture. It is 
a tedious and difficult job and requires 
a great amount of ingenuity. It is only 
by prolonged labor and an over-critical 
eye that the best results can be hoped 
for. 


At right, a picture 
These two pictures were 


professionally made. 





“FIRST 


NATIONAL BANK of 
BOSTON 


1784 * 1931 


A CONDENSED STATEMENT of CONDITION 


(Covering all Offices and Foreign Branches 
as of March 25, 1931 


RESOURCES 
Cash and Due from Banks $86,589,566.52 
United States Government Securities 65,482,206.74 
State and Municipal Securities.... 30,579,099.66 
Acceptances of Other Banks 61,744,019.73 
Demand Loans to Brokers 37,919,998.82 $282,314,891.47 
Loans, Discounts and Investments 362,529,816.97 
Banking Houses 14,972,685.83 
Customers’ Liability Account of Acceptances 34,915,543.45 
Accrued Interest Receivable and Other Assets .... 4,367,126.04 


Total $699,100,063.76 
LIABILITIES 


41,844,094.03  $86,344,094.03 
Reserves, including Interest, Taxes, Dividend, and 
Unearned Discount 5,960,017.51 


Acceptances Executed for Customers 36,040 ,695.76 
Endorser on Acceptances and Foreign Bills Sold. . 26,301,745.37 

Items in Transit with Foreign Branches and Other 
Liabilities 6,240,322.60 
538,213,188.49 


‘Total $699,100,063.76 
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The figures of Old Colony: Trust Company and The First National Old 
Colony Corporation, both of which.are beneficially owned by the stock- 
holders of The First National Bank of Boston, are not included in the above 
statement. 





Trust Advertising Media 


A Discussion of the Merit of Each of the: Usual Media Other 
Than Newspaper and Direct-by-Mail 


By ALLAN B. Coox 
Vice-President Guardian Trust Company, Cleveland 


advertising are two important 

items in the sales campaign of 
an aggressive trust company. Diversi- 
fication, however, is just as important 
in an advertising campaign as in an in- 
vestment program if the maximum of 
effect is to be had for each dollar of 
expense. 

Many readers may not be intrigued 
by pleas in the daily papers. Without 
even a cursory glance, many others may 
consign to the circular file the brain 
children brought to them through the 
mails. And yet these same people may 
have their interest aroused by messages 
reaching them through one or more of 
the other accepted forms of advertising. 

Trust advertising, to be successful, 
must be systematic and continuous, year- 
by-year. A definite goal is set, let us 
say, for five years hence. Plans are 
made to attain it as regards both media 
and copy tone. Once these plans are 
put into force they are followed without 
deviation, other than that which may be 
vital because of changing conditions 
which could not be foreseen at the in- 
ception of the campaign. 

Two forces often hamper the success 
of trust advertising. The first is the 
tendency of advertisers generally to 
make their appeals sporadically with long 
intervals of silence between them. 
Secondly, many advertisers give a fine 
imitation of the busy bee which flits 
from flower to flower regardless of the 
honey content of any particular blossom. 
In other words, this month one method 
of creating the public’s desire for trust 
service may be tried, while next month 
something radically different may be 


From an address before the Mid-Winter 


Trust Conference. 


N EWSPAPERS and direct-by-mail 


used, to be followed in turn by still a 
third method. And so the kaleidoscopic 
array passes before the bewildered eyes 
of readers who are not given, by means 
of repetition, the necessary opportunity 
to learn what it’s all about. 

Usually the advertiser who resembles 
the lightning change artist is just as be- 


ALLAN B. Coox 


wildered as his potential customers. His 
perplexity finds expression in his giving 
his changing tastes in advertising full 
sway—for in advertising, as in enter- 
tainment, food and clothing, the reac- 
tions of no two men are exactly alike, | 
nor are they the same two weeks in suc- 
cession for even one man. 


IMPERSONAL APPROVAL NEEDED 


Advertising, therefore, requires an im- 
personal approach on the part of the 
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The modern world won’t wait. 
It is hungry for speed. With the 
telephone it gets speed — actually 
miles per second. 

The telephone is in step with 
theage. Its use has grown steadily, 
and with it Bell System facilities. 
Plant investment in 1900 was 
$181,000,000; today it is more 
than $4,000,000,000. 

The urge for speed is being 
answered by improved telephone 


apparatus and operating methods, 
and by the development of special 
services such as overseas, ship 
to shore, teletypewriting and 
telephotography. 

Progressive response to the 


‘ trends of the day is one reason 


why the Bell System has been 
able to make dividend payments 
without interruption. 

May we send you a copy of our 
booklet ‘“Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 
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trust officer. It needs also that cold 
analysis based upon all available data 
which tru:t department executives bring 
to bear upon securities they purchase for 
various funds. 

Furthermore, the market for trust 
service is essentially limited to people of 
means or those who have reasonably 
good incomes, which permit the pur- 
chase of substantial amounts of life in- 
surance and a fair amount in securities 
each year. The average mechanic or 
clerk can never, by any stretch of the 
imagination, become a customer of the 
trust department. For that reason trust 
advertising is a class and not a mass 
appeal. It is quite important that the 
restriction of the market for trust service 
be borne in mind when selecting the 
various advertising media which are 
available, for otherwise substantial sums 
may be wasted. 

Naturally, the various conclusions any 
of us may reach are based largely upon 
our own experiences or the past results 
obtained by our respective institutions. 
The recommendations which follow 
represent the knowledge the Guardian 
Trust Company of Cleveland has gainea 
in its efforts to sell the trust idea in the 
Cleveland district. 

In addition to newspapers and direct- 
by-mail advertising, several other forms 
are at hand in Cleveland. Outdoor bul- 
letins, street car cards, radio, motion 
pictures, magazines with local or na- 
tional circulation, window displays, 
lobby and arcade posters, literature racks 
and tables—these are the media upon 
which money may be spent in varying 
degree. 

Let us analyze them one by one in the 
light of actual facts and not through the 
rosy hued lenses of the energetic sales- 
men who try to persuade the banker to 
spend part of his appropriation for their 
product. 


THE OUTDOOR BULLETIN — 


First of all, we can dissect the outdoor 
bulletin and peer at its anatomy. What 
is it, what can it do for a bank, and is 
ita good purchase? For a mass appeal 
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to the population as its rides by, the 
bulletin board is excellent. As reminder 
advertising giving publicity to the name 
of a cigarette, food product or a finan- 
cial institution, again the bulletin quali- 
fies as a good medium. But as the 
vehicle to carry a real sales message, a 
bulletin is not so good, for in a flash you 
are a city block beyond it before you 
can read what the bank wants you to 
know about trust service. These are the 
reasons why the Guardian has limited its 
use of outdoor bulletins to general insti- 
tutional slogans such as “Helping Men 
Get Ahead” and “There’s a Spirit of 
Helpfulness in The Guardian Bank.” 

Now place the next patient on the 
table and diagnose its case. The street 
car card in most cities, if read at all by 
passengers, meets the eye again of the 
masses, rather than those people who are 
potential trust customers. Then, too, 
the size of the card requires poster copy 
in the form of a brief message or slogan, 
for otherwise the type could not be read 
at the required distance. We can there- 
fore place this form of advertising in the 
same category as the outdoor bulletin as 
regards its effectiveness for a trust cam- 
paign. 

And now for the radio, with which 
the Guardian experimented for nearly a 
full year. Tuning in each evening has 
become an almost universal pastime 
throughout the nation. Every conceiv- 
able form of entertainment is at the 
command of the radio audience: 
speeches, educational in character; short 
plays, in most cases well acted; choral 
music; symphony orchestras; dance 
music; jazz bands; vocalists for -solos, 
duets and quartets; comedians—all of 
national fame are yours and mine merely 
by turning the dial. And this talent 
may be had as the vehicle by which an 
advertising message is brought directly 
to millions of homes without any mental 
or physical exertion on the part of the 
listener. “Splendid,” you say, “we must 
put the good old Umpsteenth Bank & 
Trust Company on the air. We can’t 
afford to pass an opportunity like this.” 

Wait a moment! Administer ether to 
this patient, too, and we'll perform a few 
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major operations based upon its well- 
defined symptoms. First, radio is a mass 
medium reaching the homes of people in 
modest circumstances as well as their 
more fortunate fellow citizens. The 
price you pay for radio covers both 
groups. Secondly, each type of program 
at your disposal has its particular ad- 
herents. The family which loves jazz 
will dodge classical music whenever pos- 
sible and vice versa. Most of us say 
“who cares” and tune out whenever the 
Honorable Wm. K. Spivitz or Dr. Ros- 
well F. Dingle endeavor to give us some 
much needed but little appreciated in- 
formation on some serious subject. 
“There’s folks as likes dramer and them 
as don’t,” our night watchman recently 
remarked. 

You may feel, as many trust officers 
do, that symphony or operatic talent will 
be an ideal vehicle for your sales message. 
Remember, however, that really fine 
music appeals to many cultured people, 
who, unfortunately, cannot possibly use 
trust service. And don’t forget that 


thousands of rich men today and many 


thousands who will be persons of sub- 
stance five and ten years hence started in 
humble surroundings in which culture 
was a liability rather than an asset. 
They are excellent trust prospects, even 
though jazz and comedy are their chosen 
forms of entertainment. 

Another point which requires serious 
consideration is the fact that the best 
programs are available on the national 
networks only. The average local sta- 
tion throughout the country can offer 
advertisers very mediocre talent, in 
whom the radio audiences in your com- 
munity or mine are not interested if 
they can tune-in on a good national 
hook-up. As a broad general proposi- 
tion trust companies cannot afford pro- 
grams of national scope and appeal be- 
cause such programs cover a national 
audience rather than a local audience 
solely. 

Finally, radio advertising performs to 
best advantage for an article of mer- 
chandise selling at less than a dollar and 
requiring frequent re-purchase by con- 
sumers. Bread, cigarettes, toothpaste and 
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similar articles fall into this category. 
All that radio can give a bank is pub- 
licity or reminder advertising for the 
name of the institution and its brief 
message of helpful personal banking 
service. These can be made a matter of 
public consciousness in the territory the 
institution serves, but any attempt to sell 
a more complicated service, such as that 
rendered by a trust department, is very 


largely a waste of money, for it is 
bound to be a failure. 


MOTION PICTURES 


And now look at motion pictures as 
an advertising medium. These are of 
two distinct varieties, the short play to 
be shown on the screen in the local 
theater and the privately owned film for 
display elsewhere. One question will 
dispose of the first type, the writer be- 
lieves. Are you thrilled by seeing the 
young bride and groom go into Mr. 
Goofer’s furniture store to purchase a 
five-room outfit for $398, including war 
tax, during an evening when you spent 
fifty cents to watch your favorite stars 
do deeds of valor? Naturally, you re- 
sent being forced to look at advertising 
in any form even though it may be sand- 
wiched between the news reel, comedy 
and feature picture. Everyone else in 
an audience would feel the same way 
about your trust department message. 

The privately owned film for display 
at church gatherings, meetings of 
women’s clubs and lodge parties may be 
effective but audiences of that sort are 
limited in size while the talent used in 
such productions as a rule is very ama’ 
teurish, for otherwise the expense would 
be prohibitive. For these reasons, the 
Guardian Trust Company has never 
used motion pictures for advertising, 
although it produced several thousand 
feet of film for use at a series of indus’ 
trial dinners two or three years ago. 
As a novelty for special occasions of this 
character, the motion picture is an ex’ 
cellent investment, even though it is ex’ 
pensive and may be shown but once. 

Turning to the magazine field, the 
trust company has at its command na- 
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tional periodicals such as World’s Work, 
Atlantic Monthly, Harpers, Fortune, 
Scribner's, Review of Reviews and 
several others which reach a high class 
audience regularly. Ask yourself this, 
however, “Do I, as an eastern trust 
officer, benefit by having residents of 
Oklahoma, Montana, Alabama or Michi- 
gan interested in the service of my de- 
partment?” Obviously the people you 
are trying to reach live within your own 
geographical and financial market. Men 
and women who reside elsewhere are of 
little, if any, value to you. 

For five years the Guardian Trust 
Company has used national magazines 
to carry the message that Cleveland is 
the ideal place in which to live, work 
and prosper. At no time, however, has 
that bank tried to sell trust service to 
the readers of these publications, for just 
the reason given. 

As regards local magazines with a cir- 
culation among prosperous families, 
Cleveland has two periodicals, one which 
is printed weekly, while the other is on 
a monthly basis. Both are excellent 
vehicles for trust advertising, reaching 
in total about twenty thousand homes in 
which the annual incomes or personal 
fortunes are of that size which makes for 
satisfactory and profitable business. Such 
periodicals amplify newspaper advertis- 
ing satisfactorily and often convey mes- 
sages to people who fail to read them 
elsewhere. 


WINDOW DISPLAYS 


Window displays can be used effec- 
tively for bank advertising, particularly 
if they are sufficiently varied week by 
week to arouse and to retain public in- 


terest. The Guardian Trust Company 
confines its more elaborate displays to 
the windows of its main office. At our 
eighteen branches, the messages to the 
men on the street are in the form of 
attractive posters about twenty inches 
wide and five feet long. 

The main office displays are made in 
the most spectacular form possible and 
a different one confronts the pedestrian 
every week or ten days. As a general 
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rule trust department messages carry 
an offer of a booklet describing the par- 
ticular service, and the gazer is asked to 
step into the lobby to get his copy at the 
information desk just inside the door. 
A considerable volume of trust literature 
is distributed effectively in this fashion 
whenever displays of this nature are 
used. 

A less satisfactory although larger 
booklet distribution is obtainable by set- 
ting up an attractive table display in the 
bank’s lobby with some attention-arous- 
ing unit such as a colorful poster or 
cut-out and a card telling people passing 
by to take a copy of a new booklet. 
The objection to this plan is that a large 
percentage of the booklets are pocketed 
by the sort of individual who grabs all 
the samples he can at an annual food 
show or similar exhibition regardless of 
his actual interest in most of these 
samples. 

At strategically located points 
throughout the bank, the Guardian main- 
tains literature racks and tables upon 
which a complete display is made of the 
various folders, pamphlets and booklets 
published by the bank. In the reception 
room adjacant to the offices of the presi- 
dent and senior vice-president, however, 
the material available to readers consists 
almost entirely of trust booklets and 
one or two other items. A similar plan 
is followed in the trust department it- 
self, for its flow of traffic is among 
people who are for the moment thinking 
in terms of trust service. It is inter- 
esting to note the substantial number 
of booklets which vanish day by day in 


this manner. 
LOBBY POSTERS 


Lobby posters standing on easels or 
placed in wall panels are a part of our 
standard office equipment. These are 
colorful and serve to remind the public 
by brief messages that our trust service 
is of real value to any individual pos- 
sessing capital in one or more of its 
many forms. These posters are changed 
weekly to keep them fresh in appearance 
and attention value. If left too long— 
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even though its physical condition might 
be perfect—the advertising effect of any 
poster would be at absolute zero. On 
the other hand, arcade posters, which are 
on the street floor in the general hall- 
ways of certain of our buildings, are 
changed only four times a year, because 
the traffic passing the building changes 
its complexion more rapidly than that 
which flows into the bank on business. 

And now one word about masculine 
and feminine appeal in trust advertising. 
In theory, at least, the hand which rocks 
the cradle has the husband skipping rope, 
if many news items appearing daily are 
accurate. Some advertisers feel that ad- 
vertising designed to break down sales 
resistance on the part of women is ideal. 
As a practical proposition, however, it 
is safe to assume that most women do 
not read financial advertising and cannot 
be lured into doing so. Their interests 
lie in other fields than that of banking. 
The Guardian Trust Company makes no 
attempt to direct its messages to women. 
It confines its attention to the masculine 
members of its community with copy 
designed in certain instances to appeal 
to the emotions of such readers, while 
in other cases it is written to intrigue 
their cold, shrewd, reasoning powers in 
money matters. 

To clinch the interest of prospective 
customers in trust department activity, 
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booklets describing each particular serv- 
ice have been prepared with great care. 
These cover the life insurance trust, the 
business insurance trust, the living trust 
and its variant, the custodianship, and 
the last will and testament re:pectively. 
Two others have been written, one of 
which sets forth the scientific care of 
trust investments, regardless of the 
fashion in which they come to the bank, 
while the other volume outlines in simple 
language the various and expanding 
needs of the individual for different 
forms of trust service during his eco 
nomic progress. All told the Guardian’s 
library of trust literature consists of six 
specific booklets, each one of which plays 
its part in a definite, well co-ordinated, 
sales campaign which began nearly 
seven years ago and which has con- 
tinued without interruption ever since, 
with only such policy changes as may 
have been necessary due to changing con- 
ditions. Our seven years of effort have 
built an experience table the value of 
which is almost unlimited. We think 
we know the things which will produce 
results, and those which are doomed for 
failure. We feel that we have keyed 
our advertising and our direct solicita- 
tion in that fashion which causes one to 
supplement the ‘other most effectively. 
The results obtained during the period 
amply justify our feeling in that respect. 





Are You Above 
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Below the Average? 


Figures recently published show that the average 
ratio of losses charged off on securities to gross earnings 
for reporting member banks of the Second Federal 
Reserve District for 1930 is 14.2%. 


In many instances this ratio is still higher but we 
know individual cases where banks with whom we have 
had the privilege of working have been able to present 
a much sounder picture and, in fact, have shown a 
profit on their bond portfolios. 


The events of the past year have focused attention 
more directly than ever before upon the absolute neces- 
sity of a sound investment policy for banks. Our Bank 
Service Department was organized to fill this need. It 
has been functioning with gratifying results for years. 
Its services are available to you without cost. 


An interesting discussion of the recent figures reported 
by the Federal Reserve Bank of New York may be 
found on Page 624 of this issue of the Bankers Magazine, 
written by a member of our Bank Service Department. 


Send for a copy of the standard work on 
**Bank Secondary Reserve and Investment 
Policies” by Dr. Paul M. Atkins. 


Ames, Emerich & Co., Inc. 


New York Chicago 


Philadelphia Milwaukee St. Louis | 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By PAUL WILLARD GARRETT 
Financial Editor of the “New York Evening Post” 


MAY, 1931 


Let Sentiment Now Wait on Business 
A VERY wise observer late last year added, business would improve but sen- 


predicted that sentiment in this timent would not. 
country shortly would improve No man in these times can with as- 
but that business would not. Later, he surance read very far into the future 
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© 1931, N. ¥. EVENING POST 
First Dest Rise Since War Is SEEN 
In the present fiscal year the United States faces the first increase in its total gross 
debt since the war. Above is a chart prepared on the basis of figures supplied by 
the Federal Reserve Bank of New York, giving the national debt as it now stands. 
The chart does not include estimates for the full fiscal year, which place the in- 
crease at about $500,000,000. 
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but in a strange way the forecast above 
is coming true. For the initial two 
months of this year a rising market 
aroused enthusiasm over business that 
was not warranted in fact. Many mis- 
took the normal expansion impulses of 
the season for an underlying improve- 
ment in business. Actually industry 
held its ground firmly in the initial 
months of 1931 but it did no more when 
allowance is made for these seasonal 
impulses. 

The seasonal peak in business is 
reached in February or March. From 


SEASONAL SWINGS in 


then on the usual forces work toward a 
decline in industrial activity. That de- 
cline normally runs to July. In the cur- 
rent year the approach of this period of 
seasonal decline is encouraging an un- 
warranted pessimism, just as the ap- 
proach of the period of seasonal increase 
encouraged unwarranted optimism. The 
reason is that men find it difficult to 
allow for the ordinary contraction in 
activity from month to month that this 
time of year always brings. 

Business is passing into its season of 
normal decline in a state of needless 


GENERAL BUSINESS 


AS ADJUSTED f* YEAR 1930 


POT 
ANT 


© 031, n, ¥. EVENING Post 
BusINEss ROUNDS 


“SEASONAL” PEAK 


Above is a chart of the purely seasonal factors in business recognized in the com- 


putation of the typical business index adjusted for seasonal variation. 


Specifically 


what it shows is that from now on until July business usually expects a declining 
curve. Corrections accordingly must be made in studies of underlying trends. Since 
seasonal influences shift from time to time the above study has been adjusted for 
the year 1930. Obviously the study affords a basis only for seasonal influences and 
does not pretend to throw light on the underlying 1931 movement in business. 
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nervous apprehension. A slight recent 
relaxation in industrial activity is in- 
terpreted erroneously as a confirmation 
of the story that the tape has been un- 
winding for more than two months. Un- 
fortunately at this stage of depression 
the stock market is no accurate bar- 


ometer of underlying conditions, though 


men’s nerves more than ever at such a 
time seem sensitive to its movements. 
From now through July we must expect 
the usual seasonal influences in business 
to operate against progress from month 
tomonth. It will take a rare combination 
of insight and courage on the part of 
leaders in industry to make full allow- 
ance for this normal downward course 
without losing faith. If industrial ac- 
tivity contracts to the middle of sum- 
mer, many will interpret the change as 
unfavorable. Actually, if that contrac- 
tion is less than normal, the business 
curve will be moving forward instead. 

These variations differ for various 
industries but the seasonal influence is 
unmistakeable. Business attains its maxi- 
mum intensity of spring activity in 
February. Measured by index numbers 


to iron out the seasonal impulse the 
normal February peak might be desig- 
nated as 104.0. Each succeeding month 
carries a lighter correction until the low 
for the year is reached in July at 93.7. 
Then the seasonal swing starts upward 
again. It registers its maximum for the 
year in October at 106.7. 

Most of the disappointments in busi- 
ness this spring may be traced to a de- 
clining stock market or the failure to 
allow for these very important seasonal 
factors that always lose power at this 
stage of the run. When you look 
directly at the statistics the evidence is 
conclusive that business is maintaining 
its seasonal position. Each month that 
it holds its ground hardens the founda- 
tion against a resumption of the decline. 
That is the desired approach to re- 
covery overlooked by some. 

Suspension of Pynchon & Co. and 
West & Co. from the Stock Exchange 
put into the month’s news two serious 
casualties of this depression that em- 
phasize its lingering characteristics but 
the episodes reflect no fresh develop- 
ment. Interpreting the insolvencies as a 
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fruition of past difficulties the securities 
markets maintained as firm a position as 
could have been expected in the circum- 
stances, indicating that the public in- 
terest in this market is small and that 
in a general way the unfavorable news 
had been discounted. 

Interesting it is to note that in the 
two months since stocks reached their 
1930 high the market had lost virtually 
all of its early spring bulge, and has 
returned about to the record low levels 
for this bear market that were estab- 
lished on December 16. 

A series of reductions in the buying 
rate for bankers’ acceptances to a new 
low record by the Federal Reserve Bank 
of New York has not been universally 
welcome by bankers but it marks no 
departure in Reserve policy. 

It was no outgrowth of Governor 
Norman’s visit, as some supposed, nor 
an emergency move simply to check the 
accelerated flow of gold in this direc- 
tion. Uncertainty over the wisdom of 
the action on the part of banks doubt- 
less centers around the problem the 
banks face nowadays in making money. 
Their contention might logically be that 
the banks are having troubles enough as 
matters stand. Yet the attitude of the 
Reserve Bank carries logic if you follow 
it in a line of reasoning dating back 
consistently for some time. To under- 
stand what is presumably in the mind 
of the authorities you must approach 
the subject from a broad standpoint, and 
that frequently is difficult in the finan- 
cial district. 


RESERVE PROGRAM 


Essentially what lies behind the whole 
Reserve program apparently is a desire 
to restore bonds to the solid position 
necessary if the proper foundation is 
laid for a recovery in business. The 
logical steps from a reduction in the 
bill rate to an improvement in the bond 
market are easy to trace. A lowered 
scale of money rates, if maintained, 
eventually would tend to force down 
the rate paid by banks on time deposits. 
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In this country the rate given depositors 
is not as sensitive to change as it might 
be anyhow. With a lowered rate time 
depositors probably would recognize ad- 
vantages offered in bonds. In the final 
analysis, then, the present policy of the 
Reserve Bank is calculated to improve 
the demand for obligations, and that, it 
believes, is a necessary approach to any 
improvement in industry that will be 
lasting. 

As far back as a year ago it was con- 
tended in this magazine that the real 
basis for a recovery in this business de- 
pression must be laid in the bond mar- 
ket and it is with that objective con- 
stantly in mind that the Reserve author- 
ities have been shaping their programs. 
For a time early this year it seemed that 
the bond market was well on its road 
again but progress was interrurted 
through the passage of bonus legislation 
and a premature flurry in stocks. 

It is now more apparent than ever 
that slowly but surely an improved posi- 
tion for good bonds is preparing the 
way toward revival, though that goal 
every now and then is hidden from 
view by unfortunate news developments. 
Important among the nancial develop- 
ments of the period is the prospect that 
for the first time since the close of the 
war the Government must in the cur’ 
rent fiscal year face an increase in the 
national debt. Since the close of the 
fiscal year on June 30, 1930, the national 
debt has increased $398,000,000 as a 
result of decreased tax returns and in- 
creased expenditures which more than 
swallow up the regular payments made 
on bonded indebtedness. It is likely 
that the increase in the national debt 
this year will reach $500,000,000. 

Our national debt reached its maxi 
mum after the close of the war in 1919 
at $25,482,000,000. Year by year that 
amount has been cut down. On March 
31, the latest figure available, it stood at 
$16,583,000,000. Still another unfavor’ 
able development in this depression is 
the continued decline in commodity 
prices at wholesale. The general level 
of prices now stands no less than 18 per 





GROWING... 
15% faster than the Industry 


ROPERTIES of the Associated Gas and 
Electric System produced an average 1 
of 14.3% more electricity each month in 
1930 than the same properties at the be- 
This compares with 
12.4% more for the country as a whole 


ginning of 1928. 


. a growth 15.3% faster. 


—_— SS 8 86 
Electric Output eT ee 
Jan. Feb. Mar. 1928=100 


No adjustment for seasonal variation 


cent. under that of a year ago and in 
some important respects the decline con- 
nected with the current depression com- 
pares with that of 1921. 

Nobody will deny that the 1920-1921 
decline in prices was much sharper than 
any witnessed recently but the drop at 
that time was condensed within a period 
of twelve months. The decline in the 
present instance has continued since 
1925, although it was not until the 
middle of 1929 that the downward 
movement in prices in this country 
gathered momentum. What some do 
not realize is that since 1925 the gen- 
eral level of prices in this country has 
fallen 29 per cent. and that in its turn 
had its repercussions on business gen- 
erally. 

It need scarcely be emphasized here 
that over a period and with other 
things equal a falling level of prices 
works to the benefit of bond-holders. 
That is to say, bonds become more 
valuable in proportion as their interest 
coupons command a greater and greater 
volume of goods. It is doubtful whether 


Four factors account for this better than average growth: 


Concentration of sales effort on domestic appli- 
ances. 


2. Low energy rates to encourage use of gas and 
electricity. 


. Greater per capita buying power in Associated 
areas. 


Co-operation with civic groups in attracting new 
industries to Associated territories. 


The continued operation of these 
factors should result in wider use of 
electricity and gas in sections served 
by the Associated System. 


@ To invest, or for information, write 


General Utility 


S ecuf®r i t i es Incorporated 
61 Broadway New York 


the full advantages of a falling price 
level have been reflected within the bond 
market since it ordinarily takes time 
for the market to make these adjust- 


ments. Yet it must be evident to those 
who have followed the lively market in 
bonds of high quality that in this mar- 
ket will be found the foundation for a 
good market in descriptions of lesser 
rank later on. With confidence in busi- 
ness generally will come a greater con- 
fidence in securities. History shows that 
just as the demand for stocks passes 
from the blue chips to those of lower 
grade as revival returns the demands of 
the bond market pass from the gilt- 
edged descriptions to those of a lower 
rank. Briefly the activities of the bond 
market have not reflected much progress 
beyond intense activity in the quality 
descriptions so far in 1931. Large in- 
stitutional and individual investors have 
been shifting from railroad to public 
utility descriptions but apart from the 
governments and municipals the market 
has not witnessed any major movement 
in recent weeks. 
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What Happened to Net Income? 


The Importance of the Scientific Management of the Bond Port- 
folio to Increase Earnings and Prevent Losses 


By Eucene H. Burris 
Bank Service Department, Ames, Emerich & Company, Inc. 


HE comparison of operating ratios 

of representative member banks in 

the Second Federal Reserve Dis- 
trict for the year 1930, published as 
Circular No. 1030, April 14, 1931, by 
the Federal Reserve Bank of New York, 
contains a very heavy menu of thought, 
which is worthy of a serious effort at 
digestion on the part of those charged 
with the responsibility of operating a 
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bank at a profit in the face of arduous 
circumstances. 

That the circumstances prevailing in 
1930 were arduous, no one can deny 
who considers these facts pertaining to 
the collective experiences of the banks 
of the Second Federal Reserve District. 
Gross earnings in terms of total avail- 
able funds were off 7.01 per cent. from 
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the 1929 figures. Current expenses con- 
sumed a proportion of gross earnings 
that was 5.27 per cent. higher than the 
proportion in 1929. Losses charged off 
on loans and discounts amounted to 
65.64 per cent. more in terms of gross 
earnings than in 1929. The losses 
charged off on securities represented 165 
per cent. more of gross earnings than in 
1929 and prevented that increased pro- 
portion of gross from being carried over 
into net profits. The combined result 
of the preceding profit preventives was 
that on the average but one dollar was 
earned net on capital funds in 1930, 
where seven dollars had been earned in 
the preceding year. 

The underlying factors which com- 
bined to produce the funereal tone of 
the above recitation were pretty much 
the same as those prevailing thus far in 
1931. It is difficult to predict with as 
surance that conditions will improve 
sufficiently during the remaining three 
quarters of the year to enable banks to 
better last year’s record, operating in 
the same manner as they did in 1930. 
Is there, then, any ray of hope? The 
writer firmly believes there is. 

That this article is not inspired by 
Pollyanna may be seen in a further 
analysis of the statement issued by the 
Federal Reserve Bank of New York. 
What was the principal cause of the 
tremendous shrinkage in net profits?— 
Losses charged off on investments. Could 
they have been less severe?—They 
could; and if those smaller banks which 
experienced the more severe losses in 
their bond accounts had operated those 
accounts after the fashion of the larger 
banks which showed relatively small 
losses from bonds, there would be more 
balm in Gilead today. That hypothesis 
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is not an idle dream, for there were 
small banks, with a considerable _pro- 
portion of their available assets invested 
in securities, which weathered the 
stormy 1930 bond market without the 
terrific spreading of seams experienced 
by most of the smaller banks. 

The heavier total charge-offs of the 
smaller banks, compared with the larger 
banks, cannot be excused by the geo- 
graphical fact of their location in smaller 
towns. 
be an advantage for the smaller banks, 
demonstrated by the fact that their 
losses charged off on loans and dis- 
counts, in general, were smaller in pro- 
portion to gross earnings, and in actual 
relation to the funds so invested, than 


were similar charge-offs in the larger 
banks. 


LOANS AND DISCOUNTS 


Loans and discounts arise out of the 
close relations between a given bank and 
its own customers. A given customer, 
though he may have a line of credit at 
two or three different banks, is not 
likely to be represented in the loan 
portfolios of banks falling in any two 
of the groupings according to size, in 
the tabulation being considered. In 
other words, a given loan which went 
bad did so as the result of adverse 
factors in that borrower's circumstances. 
These could possibly have been known 
by the bank suffering the loss, but they 
would not have been common knowl- 
edge to all the banks in the Second 
Federal Reserve District, nor would the 
other banks have been interested or con- 
cerned. The varying degrees of costli- 
ness in charge-offs on loans and dis- 
counts may be ascribed, therefore, to 
varving circumstances of a local nature. 

The varying degrees of costliness in 
charge-offs on securities, however, as be- 
tween the banks of different sizes, have 
a much different explanation. In the 
bond market the case is entirely dif- 
ferent than in the market (if any) for 
loans and discounts. Factors affecting 
individual bonds can be just as available 
to one bank as to another, regardless of 


From one angle that proved to’ 
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the size of the bank, or its geographical 
location, for communication by mail, 
telegraph or telephone to reliable sources 
of information is possible to everyone. 
Since certain smaller banks with well- 
managed bond accounts were relatively 
free from heavy charge-offs on their 
bonds in 1930, it is perfectly reasonable 
to assume that among the other banks 
of similar size, which suffered heavily 
in this respect, there is tremendous op- 
portunity for the improvement of the 
management policies, to the end that 
the costly bond charge-offs of 1930 may 
be reduced in 1931, assuming no change 
materially for better or worse in the 
chaotic condition of the market. 

Since the divergent methods of man- 
agement of the respective bond accounts 
may fairly be said to have accounted 
for the varying degrees of profitability 
or costliness resulting from last year’é 
operations what, then, were the faults 
and how may they be corrected? Cer- 
tainly an attempt at the answer is de- 
sirable, inasmuch as the degree of loss 
from bonds meant the difference be- 
tween profit or loss on the entire busi- 
ness of the bank in many instances in 
1930. 


MATTER OF ATTENTION 


One factor which has very costly po- 
tentialities is the simple and funda- 


mental matter of attention. The writer 
is personally familiar with several small 
banks where a composite picture of their 
functioning, in this respect, may be 
drawn from the following description. 
A finance committee, composed of so 
many men as to be unwieldy, must 
agree upon not only the principles in- 
volved, but every detail in each trans 
action affecting the bond account. Not 
invariably, but generally, these same 
men constitute the loan committee and 
the apparently more pressing necessity 
of a customer’s loan accommodation 
sidetracks consideration of the imper- 
sonal and mute crisis relating to the 
bonds held by the bank. This finance 
committee will meet once a week, or 
bi-weekly, sometimes regularly, and 
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quite often at night when they are cut 
off from sources of information other 
than written reports, which are at least 
a day or two old, and possibly obsolete 
by a week. 

Assuming that the committee has met, 
and that the members have the knowl- 
edge and experience necessary for a 
correct appraisal of the information at 
hand, what happens? They reach a 
decision to buy or sell a certain bond, 
or to sell one bond and buy another in 
exchange, and the cashier is instructed 
to carry out their decision at the set 
prices agreed upon. He places the 
necessary order or orders with a broker 
or through a correspondent bank in the 
city. Where there has been a lag of a 
week, or even a day, between the time 
the information was made available to 
the bank, and the time the necessary 
orders to buy or sell get back to the 
market, the offering price and/or the 
bid price may be several points away 
from where they were when the de- 
cision should have been made and acted 
upon. If the cashier is not accorded 
discretionary power to change the price 
to meet the market, action must await 
a subsequent meeting of the committee. 

In market conditions such as prevailed 
during 1930, and before and since, bids 
for individual bonds, particularly for the 
less widely distributed securities, held to 
a greater extent by the smaller banks 
than by the larger banks, appear in the 
market only spasmodically and at in- 
frequent intervals, and are good only 
for a limited number of bonds until 
filled. If such a bid is not taken advan- 
tage of while it exists, the opportunity 
to dispose of a given bond without a 
loss may not recur for some time. 

Many of the charge-offs on bonds in 
the smaller banks were as heavy as they 
were in 1930 as a result of the condi- 
tion just outlined. Such a situation 
does not prove so costly during a 
favorable bond market, and prior to 
1928 the smaller banks did not suffer 
particularly by consequence. However, 
conditions have changed since 1928 and 
such management methods have not 
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changed materially, as the figures for 
1930 convincingly indicate. 


BOND ACCOUNT MANAGEMENT 


Then there are many factors concern- 
ing policies of bond account manage- 
ment which have definite bearing on the 
question. In many banks statements are 
to be heard to the effect that they never 
“trade” in bonds. That is to say when, 
as between two securities of comparable 
credit strength, marketability and ma- 
turity, with one selling at a higher price 
than the other, the bank will not sell 
its holdings of the higher priced issue 
in exchange for the other. 

Such an attitude, while it may only 
preclude the bank from realizing addi- 
tional profits from its bonds in a strong 
rising bond market, does not directly 
entail losses. Under favorable circum- 
stances such an attitude may be termed 
as just “not greedy.” In a weak and 
declining market, however, like that of 
1930, such an attitude is very costly. 
This is true for these reasons. Exami- 
nations by the banking department force 
the bank to charge off on the books 
those bonds which have declined mar- 
ketwise below cost. On such bonds as 
are quoted at prices above cost it is not 
permitted the bank to write up. Thus, 
in a declining bond market, the benefit 
potentially to be derived by the bank 
from those of its securities which are 
quoted above cost, is not available to 
counteract the costliness of charge-offs 
enforced on the bonds which are de- 
pressed marketwise below cost. The 
only means open to the bank to estab: 
lish profits under these circumstances is 
to record sales at prices above cost. 
When this is done as a part of an ex’ 
change which makes the bank the holder 
of another security, comparable as to 
quality, marketability and maturity, at 
a lower price, the bank obviously bene: 
fits doubly. Under generally adverse 
bond market circumstances, then, in 
telligent trading represents the only 
means of offsetting the costliness of 
inevitable charge-offs to the market on 
bonds below cost. The only other 
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alternative would seem to be the sale 
of all bonds, at the beginning of a 
period characterized by 1930 (if such 
periods are predictable), and the hold- 


ing of the proceeds in very short time © 


investments such as bankers’ acceptances, 
etc. This was done in many instances, 
but the undesirable consequences of this 
procedure will be discussed later. 

One other factor should be men- 
tioned in connection with the attitude 
of not a few banks toward the ques- 
tion of the sale of certain of their se- 
curities. When the quotation for a 
given bond is below its cost to the bank, 
there naturally is a reluctance to sell it, 
for a loss once taken in a sale, the 
charge-off is established and if the mar- 
ket value for that bond subsequently 
recovers, there is no recourse other than 
regret. The tendency, therefore, is to 
hold on in the hope of a recovery in 
the price for that bond. This brings 
up the distinction between market de- 
clines which result from credit weakness 
in a given security itself, and those de- 
clines which are caused by generally dis- 
torted conditions in the market for 
bonds. It is on this point, particularly, 
that expert appraisal ability is most es- 
sential, and even experts must place a 
goodly reliance upon the law of aver- 
ages. The very strain to avoid relatively 
small charge-offs in such instances, un- 
doubtedly is accountable for a consid- 
erable proportion of the increased 
charge-offs enforced by further market 
declines which might have been avoid- 
able to a certain degree, if the decisions 
made had been based on a clear dis- 
tinction between credit weaknesses and 
market phenomena. Obviously, it is 
less deplorable to have funds invested 
in a strong credit depressed marketwise, 
than in one of questionable strength 
similarly depressed. In the price dis- 
tortions which were the rule during 
1930 countless coincidences occurred 
when strong credits were offered in the 
market below the bids for weaker bonds, 
particularly during the bond selling 
wave which flooded the market in the 
last quarter as a result of the many 
bank failures. 
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OTHER REASONS FOR SUCCESS OR 
FAILURE 


Passing along from consideration of 
the varying degrees of efficiency ap- 
plied to the operation of the bond ac- 
counts in the respective groups of banks, 
and the significant part played by the 
factors of attention and active manage- 
ment in coping with the difficulties pre- 
sented by a period of declining bond 
prices, there are other fundamental rea- 
sons for the contrasting degrees of suc- 
cess recorded for 1930. One explana- 
tion which has been suggested for the 
greater degree of loss on bonds experi- 
enced by the smaller banks compared 
with the larger banks, is the particularly 
severe year-end decline in value suffered 
by those bonds chosen for their higher 
yield, which were present to a larger 
extent in the accounts of the smaller 
institutions. This was undoubtedly an 
important factor. However, there was 
another cause, possibly of equal impor- 
tance, and its explanation is historical. 

The smaller banks are located for the 
most part in the smaller communities 
where the habitual requirements for 
liquidity necessitate a lesser degree of 
readily available and price-stable assets, 
outside their loans and discounts. On 
the other hand, the larger banks are 
located principally in the larger cities, 
where their greater requirements for 
liquidity customarily necessitate a larger 
proportion of such price-stable assets. 
Not only have these larger banks to 
look out for their own more active 
private and commercial customers, but 
in many instances they provide accom- 
modation to the smaller banks in outly- 
ing communities, which are their corre- 
spondents. For these reasons, the larger 
city banks are accustomed to carry a 
larger proportion of their bond accounts 
in short-term bonds, which provide the 
necessary price stability and ready avail- 
ability for the funds invested therein. 
The smaller banks, not having had to 
carry short-term bonds for such con- 
tingencies, prior to the inception of de- 
clining bond prices in 1928, were pos- 
sibly not aware of the significance of 
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the price-stable qualities of short-term 
bonds. Certainly it is true that no 
similar buffer of short-term bonds ex- 
isted in the accounts of the smaller 
country banks, to lessen the ravages of 
the bond market decline. Many small 
banks had considerable charge-offs on 
their bond accounts which were not sub- 
ject to severe criticism on the grounds 
of quality, but there appeared no short- 
term bonds whatever. 

The several explanations just dis- 
cussed of the greater costliness of bond 
charge-offs in the smaller banks, un- 
doubtedly have their origin in this gen 
eral truth. The amount of gross earn- 
ings in dollars, representing the normal 
expectancy from their smaller amounts 
of total available assets, hardly allows 
for an additional salary item to provide 
for the employment of an expert man 
to handle their bond account. Conse- 
quently the task of operating the bond 
account must be placed on shoulders al- 
ready well loaded with other multitu- 
dinous duties and attention is neces- 
sarily diverted from the problems aris- 
ing from their bonds. In a rising bond 
market the results of this fact do not 
show up in actual losses sustained but in 
a declining bond market the fact that 
the results are expensive as indicated by 
the figures for 1930 is not to be con- 
sidered surprising. On the other hand, 
with a larger bank, the additional salary 
expense required for the employment 
of a staff to wrestle with the bond 
problem does not represent such a large 
proportion of gross earnings, and the 
better results from closer attention in 
the larger banks are also to be expected. 


MEANS OF OVERCOMING HANDICAP 


Are there any means, not too costly, 
of counteracting this handicap with 
which the smaller bank is faced? There 
are, and many of the smaller banks 
which showed less losses charged off 
than their fellows of similar size during 
the prevailing poor bond market may 
ascribe their better success to their use 
of these means. Many city correspon- 
dent banks are prepared to advise their 


country bank associates on the problems 
pertaining to their bond accounts. Sev- 
eral statistical organizations have special- 
ized departments devoted to bank in- 
vestment problems. Certain responsible 
investment banking firms are particularly 
equipped to serve the country banks in 
the handling of their bond accounts. 

Where such advisory sources are 
sincere in their efforts to stabilize the 
bond accounts of the smaller banks 
which seek their aid, and where the 
problems peculiar to the management of 
country bank bond accounts are thor- 
oughly understood by the advising or- 
ganization, those smaller banks which 
have made use of these services have 
come off better, on the whole, in 1930, 
than did the other banks who relied 
upon their own restricted facilities. 

‘The cardinal points which the ad- 
visory service should consider relative 
to the problem faced by the individual 
country bank which it undertakes to 
advise are these: 

1. What are the relative proportions 
of demand deposits and time deposits 
to total deposits? 

2. What is the customary experi- 
ence of the particular bank as to the 
activity of these respective types of de- 
posits? ; 

3. What additional allowance should 
reasonably be made for unprecedentedly 
heavy withdrawals? 

Such considerations give the advisory 
service an intimate understanding of the 
contingencies peculiar to the individual 
bank, against which provision must be 
included in the policies to be applied to 
the management of the bank's bond 
account. 

Equipped with the information just 
indicated, the advisory service should 
then undertake to keep the bond ac- 
count geared in with the factors out- 
lined above. Generally, these principles 
should be applied: 


1. The establishment of a secon’ 
dary reserve position, commensurate 
with the individual bank’s require- 
ments for liquidity, composed of the 
most remunerative investments enjoy’ 
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ing relative price stability, to be se- 
lected from such possible media as: 
call loans, time loans, commercial 
paper, bankers’ acceptances, treasury 
certificates and short-term bonds. Such 
amounts of rediscountable paper as 
the bank may carry among its loans 
and discounts will weigh the amount 
of liquidity required in the other 
forms just mentioned. 

2. Consideration of the proper 
proportions of the bank’s total avail- 
able funds which should not be ex- 
ceeded in the credit accommodation 
of customers on loans and discounts. 


3. After each of the preceding 
considerations has been accorded its 
proper weight, then the necessary de- 
tails connected with the proper super- 
vision of the bond account can be in- 
telligently carried out for the reduc- 
tion of the proportion of losses to be 
charged off, for the realization of the 
maximum proper return permitted by 
prevailing conditions, and for the bet- 
ter management of the bond account 
than is realized by most smaller banks. 


CAUSES FOR CHARGE-OFFS 


A general explanation of the causes 
for such heavy charge-offs on security 
losses as were recorded in 1930 for all 
groups of banks on the average would 
include these reasons: 


(a) December, 1930, the low point 
of 78.6 for the general average of bond 
prices was the lowest since November, 
1925, and the low point on the average 
for the higher yielding bonds was even 
more distressing, particularly for the 
smaller banks. Further market declines, 
below 1930 lows, may or may not take 
place in 1931, depending, of course, 
upon factors too indefinite to warrant 
prediction. 

(b) Because the attitude of bank ex- 
aminers toward charge-offs on bonds to 
the market below cost became more 
stringent in 1930 than it had been dur- 
ing 1928 and 1929 when market de- 
clines created potential charge-offs not 
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enforced, there was an element in the 
excessive charge-offs of 1930 which rep- 
resented an accumulation carried over 
from the years 1928 and 1929. With 
these accumulations taken care of in 
1930, the charge-offs for 1931 will not 
be increased by a similar circumstance, 
unless bank examiners become still more 
drastic in their attitude. 


(c) Calculations of profit and loss 
resulting from market fluctuations of 
bonds include charge-offs on market de- 
clines whether actual sales take place or 
not, while market advances above cost 
are recorded only if a sale is actually 
made. Consequently such bonds as were 
held by banks, where the market was in 
excess of cost, did not provide any re- 
corded profits to counteract losses 
charged off on other securities. As a 
result, the net figures for profit and loss 
show a somewhat darker picture than 
actually was the case in 1930. 


(d) Unnecessarily inefficient methods 
of management, as described in this 
writing, applied to the bond accounts of 
the smaller banks, contributed to the 
excessively heavy charge-offs experienced 
by them, and the average returns were 
accordingly worse than necessary. 


How, then, does the case for bonds 
as secondary reserve assets for banks 
stand up under the prosecution directed 
at it by the eventualities of the year 
1930? Excluding the two groups of the 
smallest banks, whose experience brought 
the average net earnings figure so far 
below the mean figures, the results are 
seen to be: 4.15 per cent. net earnings 
on funds invested in securities, taking 
into account income from coupons, 
profits on securities sold, and losses 
charged off. Even when the two groups 
of smallest banks are included, the aver- 
age net earnings on securities held, cal- 
culated in the same manner, were 3.65- 
per cent. 

Compare that figure of 3.65 per cent. 
earned net on the average by all groups 
of banks in 1930 with the average re- 
turns to be derived from the other 
possible types of investment outside of 
loans and discounts for the year: 
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FOUNDERS 
CORPORATION 


A holding company 
which controls United 
States Electric Power 


Corporation and 


American Founders 
Corporation. 


v 


1930 

Average 
Prime commercial paper, 4-6 months 3.58% 
Prime bankers’ acceptances, 90 days 2.43% 
90-day time, loans 
Call loans 
U. S. treasury certificates 
U. S. treasury bonds 39% 
Net average income from bonds .. 3.65% 


Bonds are seen, therefore, to have 
been the most profitable form of invest- 
ment for the funds concerned even in 
a year of such unusually unfavorable 
conditions. 

There are three factors which justify 
a degree of optimism for the possibilities 
of less costly write-offs on securities in 
the 1931 computations of gross earnings 
for the banks of the Second Federal Re- 
serve District, and a resultant higher 
average rate of net earnings from their 
bonds. They are (1) doubt that 1931 
will show bond market declines ma- 
terially below the 78.6 figure recorded 
in December, 1930, under similar stress 
of such an unusual combination of ad- 
verse factors; (2) the assumption that a 
lesser amount of 1931 losses charged off 
will be the result of accumulations from 
past years, than may be assumed to have 
been the case in 1930; (3) the possibil- 
ity of improvement in smaller bank 
management policies affecting their bond 
accounts, 4s a result of the lessons to be 
drawn from the experience of 1930. 

At any rate the fact remains that in 
spite of all the arduous circumstances 
prevailing in 1930, bonds were a more 
profitable medium than any other form 
of marketable assets available to the 
banks for funds not committed to loans 
and discounts. 

But they do require attention. 





The Serial Bank Window Display 


Following the Trend Set by Amos ’n’ Andy and Newspaper Strips, 
Brooklyn Bank Presents “Aim of the Aimers” 


By M. E. CHaAsE 
Author of 101 Window Displays 


themselves to the writer as feeling 

that window displays are all right 
for a department or drug store with 
something interesting to offer the public 
—wearing apparel or cosmetics—some- 
thing that catches the imagination, but 
that with a bank it’s different. A bank 
has nothing to offer but a bank account, 
which isn’t very exciting. 

It is no uncommon thing for banks 
to put attention-yetters in their windows 
that are entirely irrelevant to banking— 
news bulletins or deep sea collections— 
feeling that these are stronger attention- 
getters than their own community. Yet 
here is the Pepsodent Company, with a 
universally used product, featuring an 
attention-getter that is stronger savings 
propaganda than any bank has ever 
used. It is stronger because it is more 
human and gets home; because it is a 
consistent day-after-day affair and not a 
flash in the pan. It has taken the public 
by storm. 

Everybody wants pretty teeth. Every- 
body wants fine clothes, a nice home and 
a good time. But, ‘way down deep in 
every person is a stronger longing to 
work out his financial affairs so he can 
get money ahead. This is the central 
theme around which the Amos ’n’ Andy 
broadcast is built. We're all amused by 
the boys’ love affairs with Madam Queen 
and Ruby Taylor. But we're much more 
concerned over Amos’s bank account; 
over his hard-headed common sense in 
spending and his desire to get Andy 
going on a sound basis. Theirs is the 
simple every-day life that millions of 
working people are living. Theirs are 
the same battles that men now worth 
millions fought to get their first pile of 
working capital. 


S: many bankers have expressed 


Many bankers contend that simple 
themes, such as this one, do not “get” 
people of means, whom they are too 
afraid of not attracting along with the 
wage earners. This homely Amos ‘n’ 
Andy feature answers that contention 
with a great big “It Does” for such 
doubters. Just within the writer’s own 
recent personal observation are these 
proofs of it: In an elevator of a Wall 
Street office building last week two pros- 
perous appearing men were talking. One 
said, “Every night my wife and I have 
dessert in the bedroom so we can listen 
in on Amos ‘n’ Andy.” “Well,” said 
the other, “we had our radio moved 
from the living room to the dining room 
so we could get the boys at dinner-time 
—great stuff, isn’t it?” The Amos ‘n’ 
Andy feature was the thing that induced 
a big Wall Street broker to lift his dis- 
like of radios and have one installed in 
his home. Another well-to-do man told 
the writer that he guessed one brand of 
toothpaste was about as good as another 
if one used it consistently, but the Amos 
*n’ Andy boys had changed him over to 
Pepsodent. The movie people complain 
that it is cutting into their 7 o'clock 
business, and when one evening the 
feature was cut off in the middle by an 
S. O. S., the broadcast studio was 
stormed with calls to know how it 
finished—not one person asked what ship 
might be in distress. 

This very human feature built around 
the theme of money is nationally con- 
ceded to be the most successful adver- 
tising campaign ever launched. 

To banks it should serve as an eye- 
opener to the potential possibilities for 
really good advertising for them. Not 
necessarily on the air, there may be too 
much waste circulation for the cost in- 
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[a STATEMENTS 
of this Bank indicate it to be the 
largest as well as the oldest finan- 
cial institution in the State of 
Pennsylvania. Age, size and 
strength, however noteworthy, 
are not in themselves convincing 
reasons for keeping your Phila- 
delphia account with us. 


Rather it is because the largest 
and strongest banks offer the 
most complete and extensive col- 
lection facilities. It is upon this 
basis that we hold our clients and 
seek to attract the accounts of 
others. 
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volved, but there are the bank windows 
with absolutely no waste circulation, and 
this medium costs nothing, although it 
is one of the most valuable a bank or any 
other concern has at its disposal. A 
good human interest series of episodes 
running in a bank’s window would do 
wonders in dispelling the austerity of 
stone and marble grandeur. 


SERIAL IDEA POPULAR 


The serial idea is popular with the 
American public—in fiction, comic 
newspaper strips, radio sketches. People 
get acquainted with and interested in a 
live set of characters and follow them 
avidly to see what happens next. So 
there is no experimenting—it has been 


“checked and double checked.” And 


there is no reason why a bank should not 
capitalize that habit. 
One progressive bank is—the South 
Brooklyn Savings Bank, Brooklyn, N. Y. 
On January 12 this year it raised the 
curtain of its 18th Avenue branch upon 


the first episode of the Aims of the 
Aimers. The Aimer family consists of 
Mr. and Mrs.; Jack, 21; Anna, 19; and 
Peter, 12. They are typical of the 
people who live in the bank’s immediate 
vicinity—just plain working people. 
Each is saving. Each has an objective. 

The series started with Mrs. Aimer 


a een ee er 


The first episode 
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deciding to save five dollars a week for 
a trip back home. But she’s “banking” 
her savings in a chair cushion, as you 
see by the accompanying illustration of 
this first display. One caption reads: 
“Mother’s Bank. With Jack (21) and 
Anna (19) paying board, with Peter 
(12) paying for his own clothes, and 
Mr. Aimer’s steady income, Mrs. Aimer 
figures she can save $5 a week for a 
trip back home.” These few words of 
caption are equivalent to a back-yard 
chat with Mrs. Aimer. Window-gazers 
learn what Mother’s saving for. They 
are told the general condition of the 
family’s finances. They catch enough 
about the family to want to meet them. 
But mostly it leaves them wondering 
what will be the outcome of Mrs. 
Aimer’s method of saving. Will her 
money be stolen? 

In the second display, Mr. Aimer is 
introduced in person. He is a steady, 
hard-working man with a steady but 
modest salary. Now, since the children 
are grown and all but Peter are self- 
supporting, he is able to save in the 
same systematic manner in which he has 
always worked. 

Here he is giving his wife a $10 
savings account as a birthday gift and 
a start toward the sum she will need for 
her summer trip. The suspense con- 
tinues. Will Mrs. Aimer now keep on 


in “The Aims of the Aimers,” a window-display serial being 


presented by the South Brooklyn Savings Bank, Brooklyn, N. Y., in its 18th 
Avenue branch. 
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The third display in the serial, “The Aims of the Aimers,” showing Mrs. Aimer 
continuing to bank her savings in the chair cushion. 


“banking” her savings in the «chair 
cushion or will she put them at interest 
and in safety in her new bank account? 

But in the third display Mrs. Aimer 
has decided to continue saving in the 
chair cushion. She wants her money 


where she can keep an eye on it. How- 


ever, through the window we see a man 
with his cap drawn over his eyes, watch- 
ing her deposit that week’s savings in 
the chair cushion. 

In the fourth instalment Mrs. Aimer’s 
savings have been stolen from their hid- 
ing place in the chair cushion. Wise 
little Peter is telling her that with all 
he’s seen of the world he could have 
told her they were not safe. He’s 
noticed a man snooping about the 
premises lately and suspects he’s the 
robber. 

In the fifth instalment finger-prints 
reveal that Peter was right. The thief 
is apprehended and Peter stands there 
returning his mother’s lost savings. She 
is putting on her hat and coat to go to 
the bank and deposit them in her new 
birthday savings account. 

Then with the public thoroughly 
acquainted with and interested in Mrs. 
‘Aimer, another thread in the Aims of 
the Aimers is started before the public 
has had time to tire of the monotony 
of dragging Mother’s affairs out too 
long. 

In the next display, Jack, 21, is in- 


troduced in person. He is a salesman 
and he’s saving for a car. His income 
is irregular and that’s the way he saves. 
In fact, his mind is on some get-rich- 
quick method. 

Later come Anna’s affairs. She's 
19 and a stenographer, saving to be 
married. Little Peter is saving up to 
go to the Boy Scout summer camp. All 
these characters will figure more or less 
in the happenings of each other. Each 
is individual. The development of each 
furnishes ample diversity of action, 
which of course is the life-blood of any 
series. New seasons and current hap- 
penings will also suggest the action of 
the story. 


ACTION DIVERSIFIED 


Not alone must the action be kept 
diversified, but also the setting. While 
in the outline given above of the first 
sketch, the action takes place in the 
same one or two rooms, each time the 
room had assumed a different aspect. 
In the second display, Mr. and Mrs. 
Aimer are standing in another room, 
but through the doorway can be seen 
the chair in which Mrs. Aimer had 
started to save. In the third display, 
the first background is used, but the 
face at the window gives it a new 
significance. In the fourth, the “upset- 
ness” of the properties is contrast 
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enough. However, with the beginning 
of another thread, it is high time to 
change to a different background. 

Now to properties used: The five 
characters, which are the dominant 
element, are mannequins. There are 
several reasons for having decided upon 
mannequins. While with the conven- 
tional cut-outs one may obtain the proper 
character in faces and figures and 
postures, they are flat and unreal. Dolls 
have proportion, but they lack utterly 
the right character and maturity. So 
they, too, are unreal. The five Aimer 
characters have been made to order by 
a sculptor and are jointed so as to take 
any natural pose. They simulate the 
very type of people in the vicinity of 
the South Brooklyn Savings Bank. True, 
at the outset, they cost considerable, but 
not for the long pull, as they are used 
over and over and over. Periodically 
they will need a trip back to their maker 
for freshening. However, for the most 
part their only cost is change of costume. 
Costuming is important. Even more 


than the faces and figures, does costum- 
ing put over the proper characterization. 
In the display reproduced with this 
story, Mrs. Aimer wears just such a 
print dress as do the wives of the work- 
a-day people passing the bank each day. 

Chairs, tables, etc., can often be picked 


A later episode in the serial, showing Mrs. Aimer robbed of her savings. 
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up in the toy section, but to get the 
right scale and good workmanship it is 
simpler and more satisfactory to employ 
a cabinet-maker. For these, again, are 
brought back into use time and time 
again. 


THE BACKGROUND 


As much as possible of the atmosphere 
is furnished by means of painted back- 
grounds of beaver-board, suggesting 
nothing so much as theater drops. And 
this is quite in keeping with the little 
drama being presented; it keeps the 
display safely from “going doll house.” 
Small-figured tapestry squares are used 
for rugs. But the bank’s policy is to 
use no superfluous furniture. Each 
piece in the display has a very real pur- 
pose. In this first display are a chair 
and a table. In the chair’s cushion, 
Mrs. Aimer is “depositing” her savings. 
On the table lie the sheets of paper and 
pencil with which she has been figuring. 

Color talks, too. In this display, the 
background is a soft green. The carpet 
is tan with a green figure. Then the big 
factors in the picture are stronger in 
color. Mrs. Aimer’s dress is black with 
a colored figure. The table cover is a 
deeper green. The chair cushion, which 
is the important point of interest, is 


The 


younger son, Peter, is introduced in this display. 
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brightest of all. It is red—the only red 
in the display. 

On either side of the display are 
caption cards—silver gray lettered in 
dark green, bordered in silver and held 
in silverized card holders—simple but of 
excellent quality. For, while the bank 
endeavors to keep the “feel” for the dis- 
play down to the standard of the people 
of the vicinity, it at the same time 
appreciates the necessity of maintaining 
a quality in keeping with the rest of 
the bank. So it is a matter of careful 
use of color, design and style—simple, 
everyday color, design and style. 

The photographer who took this 
accompanying picture, however, asked 
why the bank did not handle the dis- 
play in a more commercial manner. 
“With cut-outs such as are being used 
in the side window?” the writer sug- 
gested. “You get me,” he agreed. 


“This is too unconventional—not smart 
enough.” 

The next day the owner of one of 
the big national advertising agencies 


took the trouble to go into the bank 
and say the window was “great stuff.” 

There'll probably be plenty of adverse 
criticism, for the displays are a radical 
departure from the conventional bank 
window display. And any radical de- 
parture from the same old thing always 
comes in for a lot of criticism. At the 
start and for quite a while afterward the 
Amos ‘n’ Andy feature was criticized 
as being crude and homely. But the 
men with authority had the faith and 
the courage to give it a fair chance, 
and it has turned out to be the best 
advertising campaign ever launched. It 
has justified its enormous cost—the 
Amos ‘n’ Andy boys alone draw down 
$150,000 a year and that is not the 
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whole cost to the Pepsodent Company 
by any means. 


LOCATION OF WINDOWS 


But back to the South Brooklyn Sav- 
ings Bank: This bank stands on a 
corner. The first of the  side-street 
windows is nearly as prominent as the 
front window. It is directly across the 
street from a motion picture house and 
can be seen for a whole block down 
the main street. In this window the 
bank is using conventional cut-out dis- 
plays to push its different services. In 
them is information that prospective 
customers want to know about this 
branch recently opened in their vicinity. 
But for all that it doesn’t draw nearly 
as large crowds as does the smaller front 
window where the Aims of the Aimers 
drama is running. Do human interest 
windows pull? 

Tellers in this new branch office until 
the bank opened had worked in one of 
New York’s stateliest monumental banks 
with windows high above people’s heads. 
They say there is all the difference in 
the world in the attitude of depositors 
in this bank, where windows are low 
and open and warmed with human in- 
terest displays. Depositors are less 
timid, they ask for information more 
freely, they express their interest in the 
bank, they tell little personal things 
about themselves while they are being 
waited on—and they come in oftener. 
During the first three weeks this bank 
was opened, it took in well over $300,- 
000 in deposits, and remember these are 
hard times—hundreds of thousands in 
New York are out of work, more 
hundreds of thousands have had their 
salaries cut and recut. 





Banker, Know: Your Costs! 


The Importance of Careful Analysis to Determine the Source of 
Profits and Losses 


By C. M. DopLer 
Manager Banking Division, Edward R. Burt & Company, Chicago 


BSERVATIONS over several 

years lead the writer to the 

conclusion that American bank- 
ing is at the beginning of a new cycle 
—that the bank of tomorrow will be a 
totally different institution from the 
bank of yesterday—that the bank of the 
future will be more of a financial de- 
partment store and that many of its 
problems will be analogous to the prob- 
lems of merchandising rather than in 
the realm of finance. 

As a matter of fact the writer is 
convinced that this is true today and, 
if it is true, then the problem of ade- 
quate earnings in banking is to be 
solved in the same way that this same 
problem has been solved in other lines 
of business—through analysis—through 
accurately determining the exact condi- 
tions in each institution—through drag- 
ging the unprofitable practices out into 
the revealing daylight—dissecting them 
and dealing with fully known factors 
rather than puzzling over half-revealed 
ones. 

You cannot extend profitable business 
unless you know just what business is 
profitable; you cannot turn unprofitable 
transactions into profitable business 
unless you know what transactions 
cause a loss, you cannot eliminate leaks 
and waste that dissipate profits unless 
you can identify the operations that 
waste earnings. 

The Wisconsin Bankers Association 
some time ago sent out a questionnaire 
asking for certain information regard- 
ing the checking accounts in Wisconsin 
banks. The replies have been separated 
into two classes. One is composed of 


Extracts from an address before the Wis- 
consin Bankers Association. 


questionnaires from 214 banks with 
deposits of less than $750,000 and the 
other from 69 banks with deposits of 
more than $750,000. 

These two classes were necessary as 
a matter of accuracy and to prevent the 
resultant average figures for either class 
from being distorted by the figures of 
the other class. 


PURPOSE OF QUESTION NAIRE 


The purpose of the questionnaire 
was to form a basis upon which to esti- 
mate roughly the effect of the checking 
accounts upon the earnings of Wiscon- 
sin banks. Naturally it is impossibie 
to compile accurate figures without 
knowing the operating costs of the 
banks reporting and it has been neces- 
sary, for the purposes of this rough 
estimate, to employ unit costs based 
upon the averages of a considerable 
number of banks, the operating costs of 
which have been analyzed. 

Actual average costs were not used, 
since the averages of the banks analyzed 
produced results which appeared almost 
incredible, so in preparing a set of 
unit costs and earning rates for these 
analyses the figures of a large number 
of banks were used but any abnormal 
figures were excluded. The resultant 
unit costs were then reduced by about 
20 per cent. in order to be conservative, 
and the actual losses on checking ac- 
counts in Wisconsin banks are un- 
doubtedly greater than the estimates. 

If we assume that a bank should 
earn a net profit on its checking ac- 
counts equivalent to 2 per cent. of the 
total balances in the accounts it is in- 
teresting to note that two of the larger 
banks and one of the smaller ones 
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! A Big factor in the 
Life of Saint Louis 


IHE enormous resources and excel- 

lent facilities of the First National 
Bank, have always been a big factor 
in the life of St. Louis. 


Here St. Louisans find under one roof, 
ALL the banking services that big 
business, as well as that of smaller 
businesses, and individuals demand— 
an experienced service that has al- 
ways kept in step with the industrial 
and civic progress of St. Louis. 


That is why much of St. Louis business 
life is centered in the First National 
Bank and why it is referred to by 
thousands in every walk of life as their 
BANKING HEADQUARTERS. 


St. Louis’ Largest Bank has also 
developed its services for bank cor- 
respondents, along the broadest 
lines and invites banks throughout 
the country desiring the assistance of 
a bank in the great Mississippi Valley 
region, to investigate its services. 


FIRST NATIONAL BANK 


ST. LOUIS’ LARGEST BANK 
BROADWAY-LOCUST- OLIVE 
FIRST NATIONAL COMPANY aad ST. LOUIS UNION TRUST COMPANY Affiliated 
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earned surplus profits on their checking 
accounts while in 67 of the 69 larger 
banks the earnings were about $1,000,- 
000 short and in 213 of the 214 
smaller ones the earnings were nearly 
$600,000 short of the amount they 
should have been on the checking de- 
posits. 

On the basis of the figures used 27 
of the larger banks earn a profit of 
$370,000 a year on the checking ac- 
counts while 42 lose $244,000. Of the 
smaller banks 53 earn profits of $55,000 
a year while 161 lose $270,000. 

In a business that has developed 
under such capable leadership as Ameri- 
can banking it is scarcely reasonable to 
conclude that such important losses 
existed while the traditional methods 
which permit them were being de- 
veloped. 

Do not these losses prove rather con- 
clusively that the fundamentals of bank 
operation have undergone a radical 
change and that a new conception of 
banking is necessary? 

Is there any sound reason why the 
banks of Wisconsin should continue to 
lose money on such a large portion of 
their business? 

While it must be admitted that a 
bank is a quasi-public institution and 
that its franchise places upon it certain 
obligations to the community, we do 
not believe that the performance of 
some of the more important functions 
of banking at less than cost or entirely 
free is one of these obligations. 

As a matter of fact, is not just the 
contrary the case? 


BANK’S PRIMARY OBLIGATION 


You will probably agree that the 
bank’s primary obligation is its own 
safety. That self-preservation comes 
first, and, since an unprofitable bank is 
not a safe bank, it is the principal duty 
of every bank to acquire adequate earn- 
ing power. 

Can adequate earning power be at- 
tained when the bank continues to lose 
important sums on a considerable part 
of its service? 
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This question has been answered in 
the negative in practically every compet- 
itive business of an importance compar- 
able to that of banking and a compari- 
son of hank earnings with the earnings 
of other major industries indicates that 
the question is to be so answered in 
banking. 

Though the net earning figures of na- 
tional banks, as prepared by the 
Comptroller of the Currency, are not 
suitable for comparison because they are 
too greatly controlled by a few very 
large banks, nevertheless those figures 
indicate that the average net earnings 
of banks, available for distribution as 
dividends and transfers to undivided 
profits, has hovered around 9 per cent. 
of the invested capital (capital, surplus 
and undivided profits) while the earn- 
ings of 502 concerns in fifteen different 
major lines of business averaged ap- 
proximately 17 per cent. 

Though banking is as basic as any 
business, though it partakes of many of 
the hazards of other business, despite 
the double liability feature of bank 
stock ownership, and the fact that other 
business is largely dependent upon bank- 
ing, bank earnings are scarcely more 
than half those of other competitive 
lines of business. 


FUNDAMENTAL FLAW 


It is evident that bank earnings are 
not adequate and that there is some 
fundamental flaw in banking operations 
that dissipates earnings. That the fault 
is not alone in the country banks is 
indicated by the fact that the earning 
rates of country banks are often as 
great or greater than the city banks. 
In fact, the ratio of earnings of the 
banks of New Jersey and Maine ex- 
ceeds that of the New York City banks. 

What is the fundamental flaw in 
bank administration that is sapping the 
earnings? It is a matter of manage- 
ment, of course, but isn’t it just the 
same thing that has affected nearly all 
other lines of business at one time or 
another in a similar manner—a lack of 
definite and accurate information re- 
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garding the cumulative effect on profit 
and loss of existing conditions and 
routine transactions? ; 

The writer is trying to show that 
banking operations have undergone a 
complete change during the last ten or 
fifteen years, that the modern bank is 
a financial department store selling 
various kinds of services, that many of 
its problems are of a merchandising 
character and that profitable bank man- 
agement necessitates a merchandising 
point of view. 

He is trying to show that this mer- 
chandising character of banking requires 
regular and frequent analyses because a 
bank is, in fact, a trading institution 
and its operations and conditions are 
subject to continuous and rapid change. 

No longer are operating expenses 
relatively so small and unimportant that 
operating inefficiencies can safely be 
ignored. The demands for banking 
facilities have grown to a point where 
they can no longer be treated as merely 
incidental to the acceptance of deposits. 
Banking service has a real sales value. 
The bank of today must sell its service 
and the unsolved problems are analo- 
gous to the problems of merchandising. 

Adequate earnings depend upon the 
ability of the management to sell the 
bank’s service at a profit—to evolve 
efficient operating methods, to eliminate 
leaks and waste, to turn unprofitable 
transactions into profitable business and 
to handle the bank’s operations on a 
merchandising basis. Let us consider 
the national bank figures as prepared 
by the Comptroller of the Currency, 
keeping in mind the fact that these 
figures are materially affected by the 
large banks. 

Since 1910 the gross earnings of the 
national banks, with the exception of 
the abnormal years, have been about 
5Yy per cent. of deposits. Losses have 
averaged about one-half of 1 per cent., 
with but little variation during the last 
twenty years; but net earnings have 
fallen from 24% per cent. to about 
1¥@ per cent. of deposits, and are now 
but little more than half the 1910 rate. 


Evidently the cause is increased ex- 
penses which are now nearly 4 per cent. 
of deposits as compared with less than 
3 per cent. twenty years ago—an in- 
crease due to the greater demand for 
service by the depositors far in excess 
of the growth in deposits and in spite 
of the fact that the greater volume has 
produced much lower unit costs. 

Certainly these figures demonstrate 
the importance of operating inefficiency 
—its effect on net earnings and the 
need for definite and accurate analyses 
of operations, operating costs and earn- 
ings. 


EFFECTS OF ANALYSES 


In the banks where analyses have 
been competently made, where the 
figures have been properly interpreted 
and where the indicated improvements 
have been put into effect, not only have 
earnings been tremendously increased, 
but service has been improved, deposits 
have increased, the bank enjoys greater 
good-will, and there have been no un- 
favorable reactions of any kind. 

These banks are not concerned about 
inadequate profits or the progress of 
chain, group or branch banking. 

A single illustration will suffice. An 
outlying bank in one of the larger 
cities, where competition is at its keen- 
est, recently underwent an analysis. 
For the first four months of 1929, ac- 
cording to the books, interest receivable 
was about $4000 less than for the same 
period the previous year; real estate 
loan earnings were nearly $4000 less 
but the net earnings had increased about 
$3000—a_ difference, due to better 
methods, of nearly $11,000 for the four 
months. While it would be impossible 
to detail the various conditions that 
bank analyses disclose, a few of the 
findings will undoubtedly be of interest. 

In one bank with deposits of $4,000, 
000, earning a little more than 8 per 
cent. on its invested capital, about 76 
per cent. of the total net earnings was 
earned by the invested capital. 

In other words, the capital, surplus 
and undivided profits supplied a cer 
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tain portion of the earning assets. The 
earnings on this portion, less a propor- 
tionate part of the loan and investment 
costs and any other expense attributable 
thereto, amounted to 76 per cent. of 
the net earnings of the bank. Fifteen 
per cent. was earned on banking by- 
products. 

The net profit in the savings depart- 
ment was equivalent to 35 per cent. of 
the net earnings but the commercial 
department resulted in a loss equal to 
26 per cent. of the net profit of the 
bank. Certainly these figures indicate 
what departments must receive atten- 
tion in order that the earning rate may 
become normal. Placing the commercial 
department on a normally profitable 
basis will nearly double the net earnings 
of this bank. 

Another analysis disclosed that 1028 
checking accounts out of a total 1982 
are below $123, the balance necessary 
for the bank to break even on a check- 
ing account without considering activ- 
ity. While in this bank the average 
checking account was nearly $900 every 
group of accounts with balances below 
$500 resulted in a loss to the bank. 

On 1028 accounts with balances 
under $123 the loss was $14,462 a year. 

On 437 accounts between $123 and 
$300 the loss was $2311 a year. 

On 164 accounts between $300 and 
$500 the loss was $972 a year. 

The 270 accounts with balances be- 
tween $500 and $3000 resulted in a 
profit, but the net profit was only $374 
for the year or about 11 cents per ac- 
count per month. 

On the other hand 83 accounts with 
balances over $3000, some of which 
were unprofitable, resulted in a net 
operating profit of $15,635. The net 
operating loss on the 1982 accounts 
was $1636. It should have been a 
profit of $35,000. 

This bank loses money on such a 
large percentage of its business for the 
same reason that so many banks lose 
money on their checking accounts— 
because they are performing a large 
volume of very valuable services for de- 
positors who do not carry sufficient 


balances in their accounts to compensate 
the banks. The bank’s most valuable 
stock in trade—checking service—is 
being sold at prices much below cost. 


SUFFICIENT PROFIT 


Some banks may consider that they 
are making sufficient profit, or that 
they have been making sufficient profit 
in the past, without making charges on 
the accounts that are not self-sustaining. 
Please keep in mind that conditions are 
changing, that there is competition for 
the depositors’ money and that it is the 
profitable business, the savings depart- 
ment, that is affected by non-banking 
competition. 

You may have fairly satisfactory 
profits today because you have large 
savings deposits, but satisfactory profits 
in the bank as a whole with important 
losses in one department mean excess 
profits in other departments and excess 
profits always invite competition of 
some kind. Such profits are usually 
not permanent and only balanced de- 
partmental earnings, with each class of 
transaction taking care of itself, may be 
expected to prove satisfactory indefi- 
nitely. 

After all it is only a matter of ap- 
plying merchandising principles to com- 
mercial banking. If the earnings on an 
account do not compensate the bank 
for the activity of the account, a bill 
is presented to the depositor for the 
service rendered—an invoice similar to 
those rendered frequently by nearly 
all dealers to a large percentage of their 
customers. 

An analysis of the account is ap: 
pended to inform the depositor how 
much of the service has been paid for 
by the earnings on his balance. The 
difference--the amount by which the 
value of the service rendered exceeds 
the earnings on the account—is the net 
charge to the depositor’s account. 


BANKER MUST BE EDUCATED 


This in itself is simple enough but, 
inasmuch as it has not been customary 
in the past, it becomes necessary to 
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“educate” the depositor, and it is the 
experience of many banks that the 
proper education of the depositor is 
possible only if the banker is thoroughly 
familiar with the conditions in his own 
institution, knows his operating costs, 
is himself thoroughly “educated” to the 
correction of the unprofitable practices 
in his bank and has “educated” the 
bank’s personnel. 

In this respect commercial banking is 
no different from any other business 
and a knowledge of costs and accurate 
records of sales is just as essential to 
the banker as to the grocer or hardware 
store. 

It has been proved in innumerable 
banks that the depositor is quite willing 
to pay for the service he requires in 
excess of the earnings on his account 
and that the bank loses no good-will 
through activity charges provided the 
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banker has absolute confidence in the 
equity of the charge so that he can 
impart this confidence to his depositor. 

Such confidence can be acquired only 
through a dependable analysis of the 
operations, operating costs and earnings 
of the bank—through the knowledge 
that the bank is efficiently operated, that 
its costs are normal, that the charges 
are fair and that all customers of the 
bank are receiving equitable treatment. 

In the banks that have adopted 
activity charges and have presented the 
charge to the depositor in person, based 
upon proper analyses, it is accepted 
beyond question that, with every mem- 
ber of the bank’s personnel convinced 
of these facts, with every account on an 
equitable basis, not only are earnings 
tremendously increased but the bank 


gains added prestige and enhanced 
good-will. 





Problems in 


Bank Credit 


By M. E. RoBERTSON 
Assistant Vice-President and Credit Manager National Shawmut Bank of Boston. 


THE BANKERS MAGAZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray ‘Street, New York. 


UESTION: In analyzing the credit 

of a company should the credit 
man give any consideration to the cur- 
rent value of the company’s stock as 
bearing upon the credit standing of 
the company? If so, to what extent 
should he do so? Your comments will 
be very much appreciated. F. E. B. 


ANSWER: The current market value 
of a stock as quoted on one of the ex- 
changes or in a general market unques- 
tionably represents to some extent the 
public opinion of the value of that stock 
from an earning standpoint in the rea- 
sonable future. As you are well aware, 
the stock market is subject to many cir- 
cumstances and conditions, such as in- 
terest rates, politics, public sentiment 
regarding the very immediate outlook of 
business, etc., all of which tend to bring 
about more erratic moves in the values 
of stock than may necessarily apply to 
the company from a credit standpoint. 
That is, in our years of prosperity when 
public optimism prevails to a high de- 
gree, stocks move forward rapidly and, 
as you are well aware from the years 
1928 and 1929, the stocks of many com- 
panies indicate a much higher appraisal 
of the company’s worth and earning 
power than the particular balance’ sheet 
or actual results accomplished by the 
company warrant. It is likewise true 


that, during the last year or so when 
conditions have been less favorable and 
when an attitude of pessimism regard- 
ing immediate outlook has been general, 
the public appraisal of a company’s 
worth as reflected in the current mar- 
ket value of the stock has possibly de- 
clined in many cases far more than has 
the actual earning power or future po 
tential earning power and certainly far 
more than the actual net assets of the 
company. It is the writer’s impression 
that because of these wide fluctuations 
the market value of the common stock 
does not necessarily offer to the credit 
man any suggestion of the company’s 
real credit worth in many instances. 
However, when the public appraisal of 
the common stock of a company is 
ridiculously below the actual book value 
of that common stock it should, natur- 
ally, cause one to wonder as to the rea- 
sons for such an extremely low public 
appraisal. 

Consideration must also be given, of 
course, to professional operation in the 
market. When a stock, however, has a 
book value, for example, of one hun- 
dred million dollars and the current 
market value of that stock is perhaps 
ten million dollars one might easily 
question and make some sort of in- 
quiry in the way of analysis into the 
causes for such a wide spread. If this 
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ridiculously low value in proportion to 
book value is an actual and fair public 
appraisal of the company’s future earn- 
ing power that would certainly have 
some bearing on the attitude which the 
credit man would take in extending 
credit to the company. It is the writer's 
opinion that the market value of pre- 
ferred stock of a company is far more 
interesting in this regard because or- 
dinarily it is subject to less fluctuation 
and a low value for preferred presents 
a more serious question of earning 
power than is necessarily the case with 
a low value for common. This is be- 
cause of the fact that the preferred is 
subject to less speculation than is the 
common. The notes or bonds of a com- 
pany are particularly interesting, and it 
is the writer’s opinion that, whenever a 
company has bonds or notes outstand- 
ing, the credit man will do well to make 
an occasional check of the market value 
of those securities. Notes and bonds 
are ordinarily held by investors, rather 
than by speculators, and a stability in 


price and the yield afforded to an in- 
vestor at current market represents a 
more accurate measure of the company’s 
earning power, future and certainly a 
more accurate appraisal from a view- 
point similar to that of the credit man. 


QUESTION: We have noticed that 
a number of concerns offering paper in 
the open market do not have definitely 
arranged bank lines to cover their maxi- 
mum borrowings in the open market. 
Many bankers have made this require- 
ment an invariable rule in connection 
with their commercial paper purchases. 
What is your opinion of this require- 


ment? D. J. M. 
ANSWER: During the periods of 


prosperity which generally prevailed for 
several years until 1929 a number of 
large concerns were able to do financing 
by means of sales of stock and other 
securities and for that reason found less 
occasion to borrow from their banking 
connections. They, naturally, did not 
take occasion to arrange definite lines 
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of credit with their banks and, further, 
because of low money rates prevailing 
during the last year many concerns find- 
ing it necessary to borrow money have 
gone directly into the open market with- 
out having taken up with their banks 
the matter of lines of credit. There 
are, no doubt, many concerns in this 
category which have not borrowed, but 
because of their financial condition and 
very satisfactory financial statements 
would have no difficulty should they 
approach their banks in arranging for 
lines of credit. It is likewise true that 
there are probably many concerns which 
have lines of credit and may not actually 
be in as good standing with their banks 
as some of those which have no lines of 
credit. Many banks, in making the re- 
quirement that companies have sufficient 
open bank lines to retire maximum open 
market borrowings, have done so with 
the feeling that should the concern be 
unable to refinance maturing open mar- 
ket obligations by the sale of other 
paper in the open market it could go 
to its banks, borrow against its lines and 
pick up such paper as it had outstand- 
ing. While, of course, the depository 
may have certain more impelling reasons 
to accept the company’s note than is 
the case with a disinterested bank it is 
likewise true that very frequently the 
same reason which would prevent the 
sale of paper in the open market would 
prompt the banks having the account to 
withdraw their lines of credit. Just 
what protection, therefore, open bank 
lines might actually afford is naturally 
a matter subject to some debate. It is 
unquestionably true, however, that a 
concern which has kept in intimate 
touch with its bank and which has ar’ 
ranged its lines of credit each year 
presents more appeal to the open’ 
market, commercial-paper buyer than the 
concern which has not followed this 
practice. This is because the paper’ 
buying bank feels that its checking is 
more complete and worthwhile and 
letters from depositories where definite 
lines of credit are held at the company’s 
disposal are more valuable letters and 
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York Vaults Guard 
the Savings of Millions 


N savings banks throughout the country, York 

Vaults are safeguarding the funds and securities 
that represent the savings of millions of depositors. 
For York Vaults signify security and strength, scien- 
tifically planned and expertly built. Nothing short 
of the safety they provide is adequate for the mod- 
ern banking institution. 


VIO OVO NOG 


A RA RARARARARARARARA RA RARARA BARA AR AR RARA RAR ARAARAAARARAAAADS 


BUGVEM 


NA 


U 
ARARAR 


= 


BUD 
AA AA RARARARAAARARARARAAARARARA 
v 


Significant recognition of York preeminence is found 
in the fact that four of the outstanding savings 
banks in New York City are using York Vault 


Equipment: 
BOWERY SAVINGS BANK 


THE SEAMANS BANK For SAVINGS 
DOLLAR SAVINGS BANK 
EMIGRANT INDUSTRIAL SAVINGS BANK 


(NOW BUILDING) 
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YORK SAFE & LOCK CO. 
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Bank Lobby, Ampere Bank and Trust Company, East Orange, N. J. 


Sn new building of the Ampere Trust Company 
gives to this institution ample facilities for taking 
care of its expanding business. A feature of the interior 
arrangement is the placing of the windows to provide 
natural light in great abundance. The entrance to the 
safe deposit department is shown on the right. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street ° . . ° New York 
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indicate more intimate acquaintance on 
the part of the depository bank with 
the company’s affairs than is the case 
where the depository reports it has no 
definite line of credit and the concern 
has not borrowed for a considerable 
period of time. 


QUESTION: There have been many 
discussions as to what an auditor should 
do. We would value very much your 


opinion on the subject and any com- 
ment you care to make with regard to 
your ideas as to what a banker should 
expect of an auditor. 


J. H.D. 


ANSWER: There have been many 
bankers who have expressed but one 
desire and that is that the auditor 
should make an audit to such an ex- 
tent that he is in a position to give an 
unqualified certificate concerning the 
company’s financial statement. Such an 
audit must of necessity be of consider- 
able depth. It must involve more than 
the mere checking of accounts receiv’ 
able, the mere verification of extensions 
and footings of inventory, etc. The 
auditor is hired by the bank’s customer 
and the price the customer pays largely 
determines the extent of the accountant’s 
work. The accountant is in business to 
make a reasonable profit on his opera- 
tions, to which he is fairly entitled, and 
he cannot afford to do more work than 
that for which he receives just compen- 
sation. The banker must, therefore, 
dictate in some measure to his customer 
the type of audit he expects, but can- 
not very well dictate to the auditor the 
amount of work he should do for which 
he is not paid. 

The writer has never been nearly as 
much interested in the auditor’s furnish- 
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ing an unqualified certificate of the 
company’s financial affairs as he has 
been in the auditor’s giving a certificate 
which states the extent and depth of his 
audit. It is the writer’s opinion that 
the auditor should do the work for 
which he is justly paid and that in 
writing his certificate should state very 
clearly the extent of his audit, and not 
give an unqualified certificate when he 
is not actually in a position to do so. 
He should state what items he has veri- 
fied, the extent of his verification, 
whether receivables have been checked 
by direct correspondence, whether he 
had any part in taking the inventory, 
whether he merely verified extensions 
and footings, etc. The banker is then 
in a position to determine whether or 
not the credit is of sufficient depth for 
his purposes, and if it is not the banker 
can go back to his customer and ask for 
the verification of such items as he de- 
sires. The auditing business is competi- 
tive the same as any other business, and 
the auditor must accept work where 
the fees are small as well as where the 
fees are large in order to cover his over- 
head and derive a profit from his opera- 
tions. He, no doubt, would like to 
make a complete audit in every in- 
stance, but where his client’s bank is 
satisfied with a superficial examination 
and that is all the client is willing to 
pay for the banker cannot very well 
expect the auditor to turn down the 
business. The banker can expect the 
auditor, however, to give a fair cer- 
tificate, stating just what has been done 
in order that the banker may be prop- 
erly informed, and should not allow a 
certificate to be written which will con- 
vey to the banker that he is receiving 
something more than is actually the 
case. 





GEORGIA MARBLE 


Corner of Main Banking Room, FIRST NATIONAL BANK, Atlanta . . . Standing 
marble, Black and Gold; walls, Roman Travertine; floors, Roman and Sienne Traver- 
tine . . . Pringle & Smith, Atlanta, Archts., Interior Marble Work furnished and 
erected by The Georgia Marble Company. 


INTERIOR MARBLE WORK 


We take contracts for interiors (as well as exteriors) in any combination 
of marbles necessary to carry out the architect’s design and color scheme. 
Our manufacturing operations extend beyond our working the marble from 
our nine active quarries in Georgia. 


A book illustrating some of our Bank Work will be sent if you request it 


THE GEORGIA MARBLE COMPANY - TATE - GEORGIA 


NEW YORK ATLANTA CHICAGO DALLAS CLEVELAND 
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Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


EFFECT OF CONSOLIDATION ON 
NATIONAL BANK’S RIGHT 
TO ACT AS EXECUTOR 


Mueller v. First National Bank of At- 
lanta, Supreme Court of Georgia, 
156 S. E. Rep. 662 


\ X J HERE a national bank, which 
is named as executor of a will, 
consolidates with another na- 
tional bank under the charter of the 
last-named bank, during the lifetime of 
the testatrix, the consolidated institution 
is entitled to qualify as executor upon 
the death of the testatrix. 

Application by the First National 
Bank of Atlanta to probate the will of 
Josephine Mary Mueller, deceased, in 
which E. W. Mueller and others filed 
a caveat. Judgment for propounder, 
and caveators bring error. 


Affirmed. 
OPINION OF THE COURT 


STARK, J.—Josephine Mary Mueller 
made her will on February 2, 1922, in 
which she appointed the Fourth Na- 
tional Bank of Atlanta as her executor. 
On November 25, 1929, the Fourth Na- 
tional Bank of Atlanta was consolidated 
with the Atlanta & Lowry National 
Bank, under the laws of the United 
States relative to the consolidation of 
national banks, under the existing 
charter of the Atlanta & Lowry Na- 
tional Bank, the name of the consoli- 
dated bank being legally changed to the 
First National Bank of Atlanta. The 
consolidation was approved by the 
Comptroller of the Currency, and all 
the assets of both banks were vested in 
the consolidated bank, and it held and 
enjoyed all their rights, property, fran- 


chises, and interests in the same manner 
and to the same extent as they were held 
and enjoyed by the consolidating banks. 
The testatrix died on February 21, 1930. 
The will was duly filed, and an applica- 
tion was made by the First National 
Bank of Atlanta, claiming to be the 
executor to probate the will in solemn 
form. A caveat was filed by the heirs 
at law of the testatrix, solely on the 
ground that the First National Bank of 
Atlanta did not succeed to the trust 
formerly held by the Fourth National 
Bank of Atlanta, and could not qualify 
as executor under the will. The case 
was appealed by consent to the superior 
court, where it was tried by the judge 
without a jury, and judgment was en- 
tered finding against the caveat, and in 
favor of the propounder. By bill of 
exceptions the caveators brought the 
case to this court. It is admitted by 
counsel for the parties that the sole 
question for this court to decide is this: 
Where a national bank that has been 
appointed executor under a will consoli- 
dates with another national bank under 
the act of Congress providing for the 
consolidation of national banks, has the 
consolidated national bank the right to 
qualify and act as executor of such will? 

The facts as agreed upon have been 
stated. The testatrix executed her will 
in Fulton County, Ga., and died there, 
eight years afterward. She lived prac- 
tically three months after the Fourth 
National Bank was consolidated with 
the Atlanta & Lowry National Bank 
under the charter of the latter. That 
she knew of the consolidation before 
her death is hardly to be questioned. 
That she did not want her heirs, or 
either of them, to be executor is evi- 
denced by naming the Fourth National 
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effective advertising. Cost, within 
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61 have come to Purse. 


Most of these banks have adver- 
tising managers and departments 
that could prepare their own ma- 
terial if they believed they could 
produce more effective advertising 
than they can buy. But 61 have 
come to Purse. 


Most of them keep accurate rec- 
ords of inquiries and actual busi- 
ness brought by their advertising. 
If their campaigns did not produce 
profitable results, they would not 
often buy again from the same 
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source. Many of them have 
used Purse advertising year 
after year. 


The advertising that has won and 
held such an impressive clientele 
deserves consideration by every 
bank, large or small. And the sig- 
nificant point for you is that the 
very campaigns that have proved 
so resultful for these institutions is 
available for use by your bank—at 
prices well within your means. 
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which of these campaigns you 
might profitably use to develop 
your Trust Department. If you 
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we shall be glad to demonstrate it 
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Bank of Atlanta, a corporation, as ex- 
ecutor of her will. The Act of Con- 
gress of November 7, 1918, authorizes 
the consolidation of national banks. This 
she knew, or was chargeable with know- 
ing. The concluding sentence of sec- 
tion 2 of this act (12 USCA § 34) 
says: “And all the rights, franchises, and 
interests of the said national bank so 
consolidated in and to every species of 
property, personal and mixed, and 
choses in action thereto belonging, shall 
be deemed to be transferred to and 
vested in such national bank into which 
it is consolidated without any deed or 
other transfer, and the said consolidated 
national bank shall hold and enjoy the 
same and all rights of property, fran- 
chises, and interests in the same man- 
ner and to the same extent as was held 
and enjoyed by the national bank so 
consolidated therewith.” Learned coun- 


sel have not been able to find any 
Georgia case bearing directly on the 


question for decision, nor has this court 
been able to find any. The question 
has, however, been passed upon in other 
jurisdictions. The leading case cited by 
counsel for plaintiffs in error is that of 
Petition of Commonwealth-Atlantic Na- 
tional Bank of Boston, 249 Mass. 440, 
144 N. E. 443, 445. We cannot agree 
with the reasons given by the Supreme 
Court of Massachusetts in this case. Be- 
sides, the trust company named as ex- 
ecutor in the will was a state institu- 
tion, and was afterwards converted into 
a national bank, and this bank was con- 
solidated with another national bank. 
In Massachusetts no one can act as ex- 
ecutor except by appointment of the 
probate court. When the Fourth Na- 
tional Bank of Atlanta was consolidated 
with the Atlanta & Lowry National 
Bank under the charter of the latter, by 
a permit of the Comptroller of the Cur- 
rency, “all the rights, franchises, and in- 
terests of the said national bank so con- 
solidated in and to every species of 
property, personal and mixed, and 
choses in action thereto belonging, shall 
be deemed to be transferred to and 
vested in such national bank into which 
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it is consolidated without any deed or 
other transfer.” This is broad enough, 
in the writer’s opinion, to pass the ex- 
ecutorship to the consolidated bank. 

In Mercantile Trust Co. v. San 
Joaquin Agricultural Corp., 89 Cal. 
App. 558, 265 P. 583, where two bank- 
ing corporations were consolidated under 
the California laws, bringing into ex- 
istence one corporation as successor of 
the two, the successor succeeded to the 
trust of the former corporations. This 
right has been recognized by authorities 
in other states. Iowa Light, etc., Co. v. 
First National Bank of Boston, 250 
Mass. 353, 145 N. E. 433. The rule 
laid down by the Supreme Courts of 
Tennessee and New York, holding that 
the office of trusteeship and executor- 
ship of the merging banks passes to the 
consolidated bank, is in our opinion a 
better construction of the act of Con- 
gress relative to the consolidation of 
national banks. In First National Bank 
of Chattanooga v. Harry E. Chapman 
Co., 160 Tenn. 72, 22 S. W. (2d) 245, 
246, the Supreme Court of Tennessee 
said: “The reason ordinarily forbidding 
the transfer or delegation of the office 
or duties of trustee to another is that 
‘the performance of the trust is a mat- 
ter of personal confidence. . 
Colyar v. Taylor, 1 Cold. [Tenn.]} 372. 
Such consideration cannot reasonably 
influence the appointment of a corporate 
trustee. Personal confidence cannot be 
the basis of such a selection. The stock- 
holders, the officers, the entire manage- 
ment of a corporation may be expected 
to change from time to time.” This 
principle is stated in 23 C. J. 1020, 
1021: “A will appointing as executor 
the priest of testator’s church, without 
naming him, will be construed to mean 
the priest at the time of testator’s death.” 
The case In re Bergdorf’s Will, 206 N. 
Y. 309, 99 N. E. 714, 718, involved a 
consolidation under the New York law, 
which is almost identical with the act 
of Congress, supra. Bergdorf executed 
his will in 1904, appointing the Morton 
Trust Company as executor. In 1910 
the Morton Trust Company was merged 
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into the Guaranty Trust Company of 
New York, in the manner provided by 
law. Bergdorf died in 1911, and the 
question arose as to the right of the 
Guaranty Trust Company to act as 
executor. The court held that: “The 
Guaranty Company was entitled to hold 
and enjoy it even as would the Morton 
Company under an unmerged existence. 
By virtue of the statute, effective as a 
part of the will, the Guaranty Company 
was designated as an executor, and as 
such is entitled to receive the letters 
testamentary.” 

The appointment of an executor in 
Georgia can only be made by the testa- 
tor. The ordinary may appoint an ad- 
ministrator with the will annexed. The 
probate court appoints the executor in 
Massachusetts. In Jepson v. Martin, 
116 Ga. 775, 42 S. E. 75, 76, this 
court said: “‘At common law an ex- 
ecutor of an executor was ipso facto 
the executor of the first testator.” 11 
Am. & Eng. Enc. Law (2d Ed.) 748, 
749, and note on page 749. This law 
is still of force in Georgia.” When the 
Fourth National Bank of Atlanta con- 
solidated with the Atlanta & Lowry Na- 
tional Bank, this could have been done 
with the permit of the Comptroller of 
the Currency under the charter of the 
former instead of the latter. The name 
given to the consolidated bank does not 
appear to be material. The First Na- 
tional Bank of Atlanta, being the con- 
solidated bank, had the right to qualify 
and act as executor of Josephine Muel- 
ler’s will. 

Judgment affirmed. 


BANKING SUPERINTENDENT 
NOT LIABLE TO STOCK- 
HOLDERS ON FAIL- 
URE OF BANK 


Hill v. Fidelity & Deposit Co. of Mary- 
land, United States District Court 
(N. D. Georgia), 44 Fed. 
Rep. (2d) 624 


This action was brought against the 
defendant company as surety on the 
official bond of the superintendent of 
banks of the State of Georgia. The 
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plaintiffs were stockholders of a bank 
which had failed. Their contention was 
that the superintendent was responsible 
for the amount of an assessment made 
against them for the reason that the 
failure was due to unlawful acts of the 
directors in managing the bank, which 
acts were known to but not checked by 
the superintendent. It was held that 
the superintendent of banks owed no 
duty to bank stockholders and, conse- 
quently, that they could not hold him 
liable for their losses; and that if the 
superintendent were negligent, the 


remedy under his bond was an asset of 
the bank not available to stockholders. 


OPINION OF THE COURT 


Some of the stockholders of a failed 
state bank sue in their own names upon 
the bond of a former superintendent of 
banks to recover the value of their stock 
when the superintendent went into 
office, and the amount of the assessment 
made upon them, claiming that the fail- 
ure was due to certain unlawful acts of 
the directors in managing the bank, 
known to but not checked by the su- 
perintendent. A demurrer challenges 
their right to sue. 

The superintendent of banks is a state 
officer of large powers and duties, fixed 
by the banking laws of Georgia, quite 
similar to those of the Comptroller of 
the Currency in the national banking 
system. He is required to give bond 
conditioned that he will faithfully dis 
charge the duties required of him, that 
he will account for all moneys received 
by virtue of his office, and will safely 
deliver to his successor all moneys and 
effects belonging to his office. Banking 
Act of 1919 (Laws Ga. 1919, p. 135, 
art. 2, §6. The bond is liable to any 
person injured on account of the super: 
intendent’s failure to faithfully dis 
charge the duties of his office, the suit 
to be in the name of the state, for the 
use of the injured party. Article 2, 
$21. The bond here sued upon is con- 
ditioned as required by law. The suit 
should have been in the name of the 
state, but the defect seems to be amend’ 
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able. Georgia Civ. Code 1910, § 5689. 
The great question is whether the su- 
perintendent owes any duty to the 
stockholders of the banks of the state 
to see that the directors manage the 
banks according to law, for a failure in 
which he and his bondsman are liable to 
them. We therefore lay to one side 
the question of liability to members of 
the public who deal with the bank, and 
the question of liability to the bank 
itself, and restrict the inquiry to a lia- 
bility directly to the shockholder for 
loss in the value of his stock or by 
assessment upon him. 

A banking business is instituted by 
the stockholders, who apply for a charter 
to do such a business. Article 8, § 1. 
It is their business. The management 
of the bank is committed to directors 
chosen annually by the stockholders. 
Article 19, §1. The directors are the 
representatives of the stockholders. 


Their duty to make semiannual ex- 
aminations of the bank and ‘report 
thereon to the superintendent is mi- 
nutely prescribed. Article 19, §§ 5 and 
8. Other officers make stated reports 
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to him also. Article 4, §1. Loans of 
the sort complained of in this petition 
are prohibited either totally or unless 
authorized by a majority of the direc- 
tors. Article 19, §§ 11, 12, 13, 16. The 
stockholders, of course, have a right of 
access to the books of their corporation, 
and to have such reports from their di- 
rectors as they require. Of the liabil- 
ity of directors on account of their 
own misconduct, there is no question, 
but the right of recovery has been held 
in Georgia to be technically in the bank 
rather than in the stockholders. Hinton 
v. Mobley, 167 Ga. 60, 144 S. E. 738. 
The superintendent of banks is under 
duty to scrutinize the reports of the di- 
rectors and other officers, and to make 
unannounced examinations of the bank 
through his own examiners. Article 3, 
§1. In these ways the petitioners al- 
lege that the superintendent came to 
know that these directors were carrying 
bad debts as good, had made excessive 
loans, and other loans which were not 
according to law, and that he did noth- 
ing about it. What should he have 
done? He could not tell the stockhold- 
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ers about it. He is not only not re- 
quired to make any report to them, but 
he is forbidden to disclose any informa- 
tion he may acquire touching the banks 
except to named persons, not including 
stockholders. Article 3, §9; article 20, 
§ 2. All he can do is “to take action as 
provided in the law.” The action pre- 
scribed in article 5, § 1, is, first, to give 
notice to the directors, and to direct dis- 
continuance of wrong practices. By 
article 5, §3, he can “require the re- 
moval of officers and employes” found 
to be dishonest, incompetent, etc. These 
officers and employes are those elected 
and employed by the directors, as men- 
tioned in article 19, § 10, and article 1, 
§3. Apparently the directors them- 
selves are not included. Indeed, the 
meaning seems to be that the directors 
are to do the removing at the request of 
the superintendent. The superintendent 
has no relations with the stockholders. 
By article 6, should he find the capital 
impaired so as to require an assessment 
on the stockholders, he holds no com- 
munication with them even then, but 
notifies the bank, whose directors and 
officers are to make and collect the as- 
sessment. By article 7, under named 
conditions, the superintendent may take 
real action by taking charge of the bank. 
A reading of the article indicates that 
this is done for the safety of the outside 
public rather than in behalf of the stock- 
holders. By section 20, he may then di- 
rectly assess the stockholders, may call 
stockholders’ meetings (section 25) and 
the like. By section 26, the stockhold- 
ers may arrange to have an agent of 
their own take the assets out of the 
hands of the superintendent on giving 
proper bond. 

I can find nothing in the act indicat- 
ing that the superintendent is in any 
sense a guardian for the stockholders. 
He stands rather in opposition to them 
and to their chosen representatives, and 
rather as a guardian of the public in- 
terests, beginning with the granting of 
the charter down through the liquida- 
tion of the bank. He owes the stock- 
holders no duty, and consequently they 
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cannot, in a legal sense, be injured by 
any failure to do what he might or 
should do under the law. The stock- 
holders must choose faithful directors, 
and see that they conduct the business 
intrusted to them properly, and look to 
them only in case of default. The di- 
rectors, and not the superintendent of 
banks, are in charge of the business. 
The stockholders of a failed bank have 
no recourse against the superintendent 
of banks, or his bond, because of the 
mismanagement of their directors and 
officers. 

The petition claims, however, that, 
after the superintendent took charge of 
this bank, recourse on the bond of the 
defaulting cashier was lost by the super- 
intendent’s failure to give timely notice 
to his surety. If the duty to give the 
notice was on the superintendent rather 
than on the bank officers, the remedy on 
the bond was plainly a general asset of 
the bank, and its loss gives no personal 
right of action to the stockholders. 

It follows that no cause of action in 
the stockholders is set forth, and the 
general demurrer is sustained, and the 
petition dismissed. 


BOND REFERRING TO TRUST IN- 
DENTURE NEGOTIABLE 


Siebenhauer v. Bank of California Na- 
tional Association, Supreme Court 
of California, 294 Pac. Rep. 1062 


Under the California statute, Laws of 
1923, chapter 98, a bond, otherwise ne- 
gotiable, is not rendered nonnegotiable 
by a recital that it is secured “by a 
trust indenture of even date herewith 
executed and delivered by the company 
to Union Trust Company of San Fran’ 
cisco as trustee of the trusts 
therein declared, . . .” 


Action by Sol Siebenhauer against the 
Bank of California National Associa- 


tion and another. Judgment for de 
fendants, and plaintiff appeals. 
Affirmed. 
Superseding opinion of the District 
Court of Appeal reported in 290 P. 617. 
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OPINION OF THE COURT box and sold it. In other words, he 


purloined the bond. After several 


PRESTON, J.—The complaint al- 
leges conversion of a security denomi- 
nated a Spring Valley bond in the 
principal sum of $1,000. Defendant 
answered with a general denial. The 
court made findings and gave judgment 
in its favor. Plaintiff has appealed 
upon the judgment roll. The facts are 
not in dispute. 

The case turns upon the question of 
whether the bond in suit is or is not a 
negotiable instrument within the mean- 
ing of the law merchant as disclosed 
by our negotiable instruments statute 
and supplementary enactments. The 
facts will now be set forth: 

Plaintiff owned said bond in Decem- 
ber, 1925, and kept it in a safe deposit 
box in a bank at Burlingame, Cal., to 
which box he allowed one Hirschman, 
with the bank’s consent, to have access 
and to keep therein his own valuable 
papers. Hirschman, however, without 
the authority, consent, or knowledge of 
plaintiff, extracted said bond from said 


transfers it was finally purchased by de- 
fendant on January 5, 1926, in good 
faith and for full value at a time when 
neither the bond itself nor any coupon 
thereon had matured. 

It will be seen at once that unless 
the bond is a negotiable instrument, 
Hirschman could, by transfer and de- 
livery, convey no greater title than he 
himself had. The general rule is that 
the seller of ‘property can transfer to 
the buyer no better title than he has 
himself, and if at the time of the trans- 
fer he has no title, the purchaser, al- 
though buying in good faith and for 
full value obtains no title. Popp v. 
Exchange Bank, 189 Cal. 296, 208 P. 
113; Crocker Bank v. Byrne & McDon- 
nell, 178 Cal. 329, 332, 173 P. 752. 
But if the instrument is negotiable 
within the meaning of the law mer- 
chant, such a purchaser is protected. 

In this connection certain provisions 
of the bond and the trust indenture se- 
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curing it should be noted. The bond 


was one of an authorized issue of 
twenty-two million dollars, bearing date 
of May 1, 1923, due in twenty years 
and issued by the Spring Valley Water 
Company, the first interest coupon ma- 
turing May 1, 1926; it was negotiated 
September 27, 1923. It undertakes to 
“pay to the bearer hereof, or to the 
registered owner hereof if this bond be 
registered, or to the trustee under the 
trust indenture hereinafter mentioned, 
one thousand dollars, ~ ane 
with further reference to the trust in- 
denture, it recites that it is secured “by 
a trust indenture of even date here- 
with executed and delivered by the 
company to Union Trust Company of 
San Francisco as trustee of 
the trusts therein declared, iy 
and reference is made to the trust in- 
denture for a description of the prop- 
erty conveyed and mortgaged, for the 
nature and extent of the security, the 
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rights of the holders of said bonds 
thereunder and the terms and condi- 
tions upon which said bonds are issued 
and secured. 

The trust indenture itself recites: 
“. . . In the event the City and 
County of San Francisco should be- 
come the purchaser of all or substantially 
all of the property conveyed by said 
trust indenture and assume the payment 
of the said bond, the company should 
be released from all liability thereafter 
to accrue thereon; that in case the com- 
pany should make default in any of its 
covenants and conditions prescribed in 
said bond or in said trust indenture, 
then the trustee may and upon the 
written request of the holders of 25 
per cent. in aggregate principal amount 
of all bonds then outstanding shall de- 
clare the principal of and accrued in- 
terest upon said bonds to be due and 
payable immediately, and upon such 
declaration the same should become and 
be immediately due and payable, pro- 
vided, that if all arrears of interest upon 
said bonds and the expenses and charges 
of the trustee shall be paid by the com- 
pany and default in the observance or 
performance of said bonds and said 
trust indenture shall have been made 
good, the holders of a majority in prin- 
cipal amount of the bonds outstanding 
could waive such default and obtain 
from the trustee a recission of such 
declaration of maturity, also that in 
case the company should make default 
in any of the respects aforesaid the 
trustee should be entitled to sell the 
trust estate and apply the proceeds in 
the manner provided in said trust in- 
denture, also that no holder of any 
bond should have the right to institute 
any suit, action or proceedings upon or 
in respect to said trust indenture or 
have any other remedy thereunder or 
thereupon or under or upon said bond 
unless the holder shall have previously 
given the trustee written notice of an 
existing default, nor unless also the 
holders of at least 25 per cent. in aggre’ 
gate principal amount of all bonds then 
outstanding shall have requested the 





STATEMENT OF CONDITION 
—— MARCH 25, 1931 —— 


The Resources 


Time Loans 
Deraand Loans 


U. S. Gov't Cert. of Indebtedness 
U. S. Liberty and Treas. Bonds 
Other Bonds and Securities 


Stock in Federal Reserve Bank 


Real Estate (Company’s Building) 


Safe Deposit Vaults 
Other Real Estate 
Overdrafts 


Customers’ Liability on Letters of Credit 
Liability on Acceptances 


Customers’ 
Cash and Due from Banks 


Capital Stock 
Surplus 

Undivided Profits .. 
Reserve for Interest, 


Taxes, etc. . i: 
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pai ete lead $26,590,192.60 
Son ae 26,702,290.91 
Acceptances of Other Banks ....... 


998,964.43 
11,021,218.75 
7,213,850.67 


cae ewan 3 


,706,356.60 $110,232,873.96 
450,000.00 

2,600,000.00 

700,000.00 

2,750,000.00 

3,303.23 

242,350.69 

10,350.14 

29,309,085.45 


$146,297,963.47 
————_———— 
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Bank’s Liability Account Acceptances 


Deposits, U. 8S. Government 
Deposits, Time 
Deposits, Demand 


$3,615,784. ae 
7 
_87,280,764.04 


128,159,618.94 
$146,297,963.47 
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trustee in writing to take action in re- 
spect of such default and the trustee 
shall have declined to take such action 
or shall have failed so to do within 
thirty days thereafter.” 

Appellant contends that the negotia- 
bility of said instrument is destroyed by 
reason of the several above noted -pro- 
visions of said bond and said trust in- 
denture. Respondent replies that its 
negotiability is made conclusive by rea- 
son of the provisions of the act of 1921 
(Stats. 1921, p. 471), as _ follows: 
“Bonds payable to bearer or holder 
shall be negotiable, notwithstanding 
any condition contained therein or in 
the mortgage, deed of trust or other in- 
strument securing the same.” 

We think that the instrument, what- 
ever its proper name, is embraced within 
the provisions of section 3265 of the 
Civil Code and under the test there set 
forth is a negotiable instrument. This 
section in its original form was a part 
of the Uniform Negotiable Instruments 
Law adopted in California- in 1917 
(Stats, 1917, p. 1532). In 1923, how- 


ever (Stats. 1923, p. 193), and subse- 
quent to the 1921 legislation, this sec- 
tion was amended to read as follows: 
“A negotiable promissory note within 
the meaning of this title is an uncondi- 
tional promise in writing made by one 
person to another, signed by the maker, 
engaging to pay on demand, or at a 
fixed or determinable future time, a 
sum certain in money to order or to 
bearer but the negotiability of a promis- 
sory note otherwise negotiable in form, 
secured by a mortgage or deed of trust 
upon real or personal property shall 
not be affected or abridged by reason of’ 
a statement therein that it is so secured, 
nor by reason of the fact that said in- 
strument is so secured nor by any con- 
ditions contained in the mortgage or 
deed of trust securing the same. : 

The instrument in suit on its face is 
an unconditional promise to pay, signed 
by the maker, engaging to pay at a fixed 
future time to bearer, a sum of money. 
In other words, it is negotiable in form. 
Section 3082, Civ. Code. 

The judgment is affirmed. 
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International Debt Burden Grows 


A Declining Price Level Increases Burden Upon Debtors 


LLOWING for seasonal move- 
A= the volume of production 
continued on its downward 
course in the last quarter of 1930; the 
employment proportion has not failed 
to fall, month by month, for a period 
approaching two years; the level of 
bank clearings is lower than in previous 
years, and a larger and larger propor- 
tion of bank deposits tends to become 
inactive, so far as their owners are con- 
cerned. On the whole, however, it must 
be concluded that business has held up 
surprisingly well in face of the catas- 
trophic fall in prices, with all its at- 
tendant difficulties. The wonder is, not 
that business is bad, but that it is not 
far worse. Taking the Board of Trade 
wholesale index number as a guide, not 
for the last sixteen months has the price 
level shown anything more than a slight 
check to the speed of the downward 
trend. The aggregate decline over that 
period amounts to no less than 21!4 
per cent., while the fall in a number of 
important primary commodities—wheat, 
wool, cotton, copper, tin, lead and rub- 
ber, for example—has been even more 
precipitous. 

Theoretically, this country should 
benefit from extreme cheapness of pri- 
mary materials, for we are engaged more 
upon their preparation and consump- 
tion than their production. But the 
nature of our share in the consequences 
of the movement is clearly visible in the 
chart of overseas trade, which shows a 
heavy shrinkage in British exports as 
compared with only a slight reduction, 
year for year, in imports. The pro- 
ducers of primary commodities—chiefly 
debtor countries—are unable to buy fin- 
ished goods as freely as before, with the 
consequence that British undertakings 
are compelled to restrict operations, and 
many of them are placed in a position 


From the Monthly Review of the Midland 
Bank, London. 


of severe financial embarrassment, while 
British workers are thrown idle in al- 
most unheard of numbers. Clearly, no 
country that takes any appreciable part 
in world trade can escape the dire re- 
sults of a rapidly and continuously fall- 
ing price level. 

What, then, are the possibilities that 
prices may have reached the low point 
of the present movement? Can we ex- 
pect a revival of confidence and ex- 
panding trade in the fairly near future 
as the result of a reversal of the recent 
trend? It is undeniable that without 
the fulfilment of the prior condition the 
desired improvement in business cannot 
take place. Unfortunately, however, so 
many uncertainties cloud the horizon at 
present that it is impossible to answer 
these questions with assurance. We 
may derive comfort, nevertheless, from 
the fact that several commodities have 
recently shown appreciable recoveries, or 
at least more steadiness than formerly. 
Among them may be mentioned wheat, 
maize, sugar and linseed oil, raw cotton, 
wool and jute, and cotton and woolen 
yarns, tin, copper and lead. The re- 
coveries in some of these items may be 
traced to special influences, but the im- 
mediate causes are unimportant as com- 
pared with the effects, for confidence can 
be built only upon a more favorable 
price trend and prospects, while it may 
spread from branch to branch of busi- 
ness in general as the cheapening of 
more and more individual commodities 
is arrested by one means or another. 
The importance of these individual re- 
coveries in determining the turning 
point of the general trend arises not 
only from the mathematical fact of their 
inclusion in the index number, but in- 
directly and more substantially because 
a rise in the price of any important 
primary commodity sets up a freer flow 
of general buying and inspires con- 
fidence in dealing with other goods. 
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MONETARY POLICY AND THE PRICE LEVEL 


Is it possible, then, in present circum- 
stances to engineer a recovery in the 
price level by monetary action? Many 
suggestions have been made to that end, 
and perhaps the most far-seeing is that 
which envisages a conference of the 
world’s economic experts to recommend 
desirable changes in the statutes, policies 
and practices of the principal central 
banks. This would be a useful, though 
a very long and difficult undertaking, 
but it could hardly contribute to the 
solution of the immediate difficulty. Its 
highest value would be in the direction 
of showing us more clearly how catas 
trophes such as we have just experienced 
might be avoided. On the other hand, 
several bodies, national or international 
in scope, are already at work on this 
subject, and the Bank for International 
Settlements presumably has such mat- 
ters under consideration. The value of 
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a committee such as has been suggested 
would lie in the facts, first, that it 
would be less likely to sacrifice utility 
and forcefulness to unanimity, and sec- 
ondly, that its recommendations would 
have important educative effects, even 
if not immediately incorporated in cen- 
tral banking technique. This, however, 
is the long view. For the moment it 
appears that monetary policy can do 
little to engineer a recovery in world 
prices. In our own country we have 
something like a plethora of money. De- 
posits are at a high level, but advances, 
representing chiefly trade borrowing, 
have declined. These conditions are by 
no means peculiar to this country. Con- 
sequently it is difficult to see how a 
large expansion of money supplies, even 
if undertaken deliberately and by co- 
ordinated plan in all important trading 
countries, would be likely to produce a 
rise in commodity prices, except possibly 
to the extent that general knowledge of 
the central banks’ intentions might bring 
about some revival of confidence. 

The danger lies, not so much in the 
seemingly remote possibility that present 
credit supplies might be unduly taxed 
by tentative trade recovery, but rather 
that a substantial rise in the price level 
might be interpreted as evidence of in- 
flation which should at once be arrested. 
For some curious reason, it is commonly 
regarded as essential that a rise in prices 
should be followed by at least an equiv 
alent fall, though the opposite neutrali- 
zation, even if not complete, is consid- 
ered thoroughly evil. It is frequently 
suggested, for example, with approval 
clearly inferred, that the recent fall in 
prices represents the end of the war- 
time “bulge” in the curve. Why the 
immediate pre-war price level had any 
special virtue it is difficult to say. In 
view of the great changes which have 
taken place in currency and banking 
technique, one might almost as relevantly 
speak of a “twentieth century bulge,” 
and approve a fall to the level of 1900. 
This would involve a further decline of 
more than 10 per cent. in the index 
number, but no one could reasonably 
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claim any virtue in such a movement. 


as another for purposes of comparative 
price level virtues. It should by now 
be sufficiently obvious that virtue or its 
opposite lies, not in the level reached, 
but in the direction of the movement. 
Marked and sustained upward and 
downward trends are both inherently 
evil; stability marks the course of virtue. 


INTERNATIONAL DEBTS UNDER FALLING 
PRICES 


A declining price level, with which 
we are concerned at the moment, ex- 
ercises its depressing effects largely 
through the increasingly heavy burden 
it imposes upon debtors, whether in- 
dividual trading undertakings or entire 
communities. Simply expressed, the 
debtor, as the prices of his products de- 
cline, has to sell more and more of his 
goods and set aside a larger proportion 
of his probably diminishing profits, to 
meet the charges, fixed in terms of 
money, in respect of outstanding debts. 
The truth of this fact can readily be 


perceived by observing the condition of 
Australia, Argentina, Brazil and other 
countries. But it applies equally to so- 
called political as well as economic in- 
debtedness. When the war debts were 
under consideration by the American 
debt funding commission, great emphasis 
was laid on the element of capacity to 
pay in determining the sums to be re- 
mitted in final settlement. All the fac- 
tors in capacity to pay which were then 
considered have been falsified by subse- 
quent events, for in most cases the real 
burden of the payments, then fixed for 
more than half-a-century ahead in terms 
of money, has been heavily increased. 
If the sums fixed at that time were just 
within the debtors’ capacity, then they 
are beyond that capacity today. The 
Dawes Committee, which in 1924 con- 
sidered Germany's capacity to pay, 
clearly recognized the importance of the 
price level factor, and the monetary 
amount of Germany’s obligations was 
made subject to adjustment on account 
of variations in the world price level. 
When the Young Committee, however, 
reconsidered the same question in 1929 


659 











BANCO DE MEXICO 


Cable Address: BANXICO MEXICO CITY P. O. Box 98 Bis 


Capital Resources 
$100,000,000 Mexican Gold Over $200,000,000 Mexican Gold 


The Only Bank of Issue in the Republic of Mexico 


BRANCHES: 
Aguascalientes, Ags. Nuevo Laredo, Tamps. 
Chihuahua, Chih. Oaxaca, Oax. 
Ciudad Ju4érez, Chih. 
Cuernavaca, Mor. 
Durango, Dgo. 
Guadalajara, Jal. 


Leén, Gto. 
Mazatlan, Sin. 
Mérida, Yuc. 
Monterrey, N. L. 
Morelia, Mich. 
Navojoa, Son. Saltillo, Coah. 
Nogales, Son. San Luls Potosi, S.L.P. 


THE STRONGEST BANK_IN_ MEXICO 


OVER SIX HUNDRED CORRESPONDENTS THROUGHOUT THE REPUBLIC 
AND FOREIGN CORRESPONDENTS ALL OVER THE WORLD 


Member of the ‘American Bankers Association 


This Bank issues Foreign Drafts, Travelers Cheques, Travelers Letters of Credit, 
Commercial Letters of Credit for financing Imports and Exports, Mail and Cable 
Transfers to the United States and Europe, Foreign Collections handled and reimbursed 
promptly, Foreign and Mexican Money bought and sold at best market rates. Transacts 
a@ general business in its capacity of Bank of Deposit and Discount. Interest credited 
on balances in Mexican Gold and Silver, Dollars and European money. 

ISSUES CERTIFICATES FOR THE PAYMENT OF IMPORT AND EXPORT DUTIES 

The BANCO DE MEXICO issues Travelers Cheques in Mexican Silver, payable 
free of charge by the head office in Mexico City, their 26 Branches and numerous 
Correspondent Agents located in the principal cities and towns in the Republic of 
Mexico. These cheques are received in payment of services by all Mexican Federal 
offices, namely: Custom House, Post Office and Telegraph, also by Railways, Cable 
Offices and leading Hotels. 

INFORMATION BUREAU FOR TOURISTS IS MAINTAINED 
ITS FOREIGN DEPARTMENT CORDIALLY ‘INVITES YOUR CORRESPONDENCE 


Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Méx, 
Torreén, Coah. 
Veracruz, Ver. 
Villahermosa, 


Puebla, Pue. 
Tab. 


hs 


SMNNUNUUAVMUNUOUULNUNUUULOE000000000000000000000000000 000000 UONOEEUUONEEUOOOGEPOOOEEUUOOUEUUONEEUUONEUOUOOEUOOOUEUUOOERUUOOOEUUUOEEEUUONUEUOUUUUEESHGG 


this provision was swept away, with the 
result that Germany’s capacity is now 
far more heavily taxed than under the 
Dawes scheme, even though the mone- 
tary sums due have been somewhat re- 
duced. 

We mention these facts merely to il- 
lustrate the point that international 
debts become more burdensome, and 
more disturbing to the economic or- 
ganism of the world, with every down- 
ward step of the price level. The truth 
applies equally, as already remarked, to 
international debts quite unconnected 
with the war, whether incurred by gov- 
ernments and other public authorities or 
by business undertakings. Incidentally, 
it applies also to internal debts to the 
extent that they represent a drag on 
economic prosperity. This can be seen 
from our own budgetary position and 
system of taxation and, to a less acute 
extent, from the budgetary position even 
of the United States. 

The importance of the international 
debt question, reconsidered in the light 
of the recent trend of prices, has led to 
a suggestion that representatives of the 
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financial organizations of the leading 
creditor countries should confer with a 
view to considering ways and means of 
lending, by some joint arrangement, to 
debtor countries the funds required to 
tide them over their immediate difficul- 
ties. Some plan of this kind seems, in- 
deed, to have taken a place in the recent 
conversations between French and Brit- 
ish Treasury officials. Such a scheme 
might be of considerable value, but it 
could be no more than palliative. The 
dominant consideration at the moment 
is whether the world can support its 
present structure of international debts 
of all kinds at the existing price level. 
The answer to this vital question, if 
affirmative at all, must be of very 
doubtful tone. If it should prove to be 
negative, then clearly the world has to 
undergo considerable reorganization of 
debt obligations before the machinery of 
international lending can begin to op- 
erate freely once again. This conclusion 
is not to be taken as forecasting or 
counteracting wholesale default, which 
would inevitably cause serious loss to 
individual investors and itself react un- 
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favorably upon trade conditions. It is 
intended to suggest only that widespread 
default can hardly be wondered at if 
prices continue to fall steeply from the 
levels ruling when the debts were con- 
tracted. 


AIDS TO RECOVERY 


Summarizing the position, it may be 
concluded that monetary policy cannot 
of itself in the present impasse bring 
about a recovery of prices, nor even 
arrest the downward trend until the 
basic causative influences have exhausted 
themselves. Monetary policy can, how- 
ever, insure that the recovery, when it 
begins, shall not be impeded for lack 
of encouragement, in the form of cheap 
and abundant money. Meanwhile it is 
well worthy of consideration whether 
steps should not be taken to relieve the 
burden of international debts by at- 
tacking first the political debts arising 
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from the war. In this matter Great 
Britain can adopt a disinterested at- 
titude, and might even take the initia- 
tive, since, by reason of the Balfour 
principle, incorporated in debt settle- 
ments, no remission of our own or other 
governments’ international war debts can 
affect our budgetary position. Un- 
doubtedly a step of this character would 
go far to setting in motion once again 
the regular processes of borrowing and 
lending, which themselves would make 
for a freer inter-flow of goods. 

Humanity is notoriously slow to learn 
by its own mistakes and inefficiency. It 
is easy to cry to Heaven and denounce 
the slump as an act of God. But the 
old proverb still holds good that Heaven 
helps those who help themselves. A 
first task in self-help is to devise a sure 
means of regulating the commodity price 
level and thus to avoid the repetition 
of a large part of the troubles we have 
brought upon ourselves. 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


O recent event in Europe has 
N excited greater interest than the 
proposed customs union between 
Germany and Austria. The main pro- 


visions of this agreement are to be 
found in the following paragraphs: 


“(1) The treaty is to serve the pur- 
pose (while respecting the independence 
of the two contracting states and any 
obligations into which they may have 
entered towards third states) of mak- 
ing a beginning with a new order of 
things in European economic conditions 
through the instrumentality of regional 
agreements. 

“(2) Both states shall affirm in 
solemn manner their readiness to enter 
into similar negotiations with every 
other state so desiring. 

(3) Germany and Austria will agree 
upon a customs law and a customs 
tariff, to be put in force in both cus- 
toms territories, which shall be both 
in agreement with the treaty and for 
the period contracted for. 

“(4) Within the period of the valid- 
ity of the Convention the law and 
the tariff may only be altered by agree- 
ment between the two countries. 

(5) In the exchange of commodities 
between the two countries and during 
the validity of the Convention no im- 
port or export duties shall be collected.” 


For many years high authorities in 
political and economic circles have been 
proclaiming that what Europe needs at 
the present time is a reduction or aboli- 
tion of tariff barriers. But the first 
practical attempt to put this ideal into 
effect has met with a reception that in 
some quarters is decidedly hostile and 
in none too friendly. France looks on 
the proposal as a step in the direction 
of political union between Austria and 
Germany, and therefore in violation of 
the Treaty of Versailles. It is also 


claimed that such a tariff convention 
between the two countries would con- 
travene certain understandings made 
with Austria for the debt service of 
that country. Should this proposal be- 
come effective, and especially should 
other countries take advantage of the 
offer to have similar arrangements made 
with them, Europe would be on the 
way toward Continental free trade. As 
already indicated, many authorities re- 
gard this as highly desirable, and even 
consider it as an indispensable step to- 
ward business prosperity; but the cool- 
ness displayed in accepting the gesture 
made by Austria and Germany shows 
how difficult will be the realization of 
this ideal. Possibly, Austria and Ger- 
many are making a _ counterstroke 
against M. Briand’s scheme for a 
United States of Europe. Were it pos- 
sible for an organization of this char- 
acter to inaugurate a common policy 
relating to tariff and other economic 
matters, less hostility would be aroused 
than has followed the isolated attempts 
of Austria and Germany. Whatever 
may be the outcome of the endeavor of 
these two countries to let down the 
tariff bars between them, their action 
will serve to keep alive the movement 
for closer economic relations between 
the countries of the European Con- 
tinent. Rejoicing over the apparent 
accord between France and Italy with 
respect to their respective naval pro- 
grams seems to have been somewhat 
premature, for negotiations over details 
have been prolonged and had not yet 
reached a favorable conclusion at the 
time this was written. On the other 
hand, satisfaction over an approach to 
an adjustment of differences between 
India and Great Britain seems to have 
been justified, for the Congress party 
in India is sending its representative to 
a further conference at London clothed 
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with mandatory power. Spain has re- 
cently had an election, which resulted 
in the overthrow of the monarchy and 
the institution of a republican form of 
government. Shortly prior to this event 
a loan of $60,000,000 had been made 
to the Bank of Spain by a syndicate of 
international bankers, the proceeds to 
be employed in an effort to stay the 
downward course of the peseta. Aside 
from the dramatic turn of affairs in 
Spain, political conditions in Europe 
generally seem to be more tranquil than 
in recent months. And while the 
economic situation is not much better, 
it at least is no worse. In most of the 
trans-Atlantic countries, as in America, 
hopes are entertained that the worst 
of the depression has been reached. 
Such hopes find warrant in the resis- 
tance of prices to a further weakening, 
and in a slightly improved trade out- 
look in some of the countries. An 
attempt to overthrow the Labor govern- 
ment in England, by a vote of censure, 
has been rejected by the House of 
Commons, and for the present Prime 
Minister Ramsay MacDonald is secure. 
The German Chancellor also has a 
breathing spell, the Reichstag having 
adjourned until October, certain laws 
being put into effect by decree, but 
these will have to stand the scrutiny of 
the legislative body on its re-assembling 
in the autumn. The disturbing move- 
ment of gold from England to France 
has been checked, the state of the bill 
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market at London and the difference in 
discount rates between that city and 
Paris having contributed to bring about 
this result. 


GREAT BRITAIN 


With the close of the fiscal year, on 


March 31, interest naturally attaches 


to the Treasury situation. Facts seem 
to contradict the alarmist statements to 
the effect that this country is approach- 
ing a time when it may be impossible 
to maintain the high standards of finan- 
cial integrity which have so long pre- 
vailed. England is still paying her way. 
That she will continue to do so in 
the future seems as safe a prediction as 
can be made in an uncertain world. 
The position of the national accounts 
is thus given by The Statist: 


“The financial year 1930-31 closed 
with a deficit of £23,276,000, a figure 
which closely approximates to recent 
expectations. In order to obtain a clear 
picture of the true balance in the cur- 
rent revenue and expenditure of the 
government, there should be added to 
this deficit whatever amount has been 
borrowed during the last year in order 
to meet current expenditure, and from 
the total so obtained should be deducted 
the amount included on the expenditure 
side of the budget utilized for the re- 
payment of debt. The amount of 
£36,440,000 raised during the year by 
the creation of new debt under the 
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Unemployment Insurance Acts of 1920 
to 1931 and utilized to meet the current 
expenditure of the Unemployment In- 
surance Fund should unquestionably be 
added to the revenue deficits since this 
amount, unlike for example that raised 
and spent under the Post Office and 
Telegraph (Money) Acts of 1928, was 
not devoted to capital expenditure of 
any kind, and since, moreover, there is 
very little likelihood of the amount 
being repaid in a _ reasonably near 
future. Adding, therefore, the amount 
borrowed to meet the outgoings of the 
Unemployment Insurance Fund to the 
revealed revenue deficit of £23,276,000 
we obtain a total of £59,716,000. In 
arriving at this total, however, there 
has been included in the expenditure 
for the year an amount of £66,830,000 
which was devoted during the year 
1930-31 to the repayment of debt. The 
difference between these two totals rep- 
resents the true balance in the national 
accounts. Fortunately it is a balance 
of £7,114,000 on the credit side. Tak- 
ing all items into consideration it may 
thus be said that during the financial 
year which has just closed, the govern- 
ment paid its way and, in addition, was 
able to provide a little over £7,000,000 
toward the repayment of debt. This 
cannot be considered altogether unsatis- 
factory, given the conditions of almost 
unprecedented commercial depression 
which characterized the year.” 


A MORE PROMISING OUTLOOK 


Although many difficulties of a 
serious character beset British trade 
and industry, there is, perhaps, a ten- 
dency to magnify these difficulties and 
not to pay sufficient regard to offsetting 
factors. As a matter of fact production 
in the British Isles has declined less 
violently than in the United States, 
and compared with 1924 production 
for 1929 was at a greater rate of in- 
crease than the gain in population dur- 
ing the sametime, controverting the 
assertion that industry is becoming in- 
efficient. Bearing on the relative posi- 
tion of this country with regard to 
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industry and trade, the Westminster 
Bank Review, in a recent issue, gives 
figures showing that Britain has suffered 
less severely than other countries from 
the existing depression. From a survey 
of the situation this conclusion is 
drawn: 


“The foregoing figures suggest that 
certain British export industries, such 
as steel, engineering and textiles, have 
suffered a decline in activity compar- 
able with that of their counterparts in 
other countries. The volume of trade 
and the level of prosperity in the coun- 
try generally, however, have declined 
much less than the average for the 
whole world, and measurably less than 
in certain other industrial countries, 
such as the United States of America. 
One reason may be that the United 
States, having reached a higher level of 
prosperity than Great Britain before the 
depression began, may, as has already 
been pointed out, have had “more room 
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to fall.” More probably the reason is 
that primary industries, such as wheat 
and cotton growing and mineral pro- 
duction, bear a larger ratio to the total 
economic activity in the United States 
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Governor of the Bank of England, 
as he appeared on his arrival in the 
United States for a visit recently. 


than do primary industries in Great 
Britain. 

“The figures given in this article 
should afford a sense of proportion to 
those who feel it incumbent upon them- 
selves to make pronouncements regard- 
ing this country’s position. The as- 
sumption, consciously or unconsciously 
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made, which underlies so many pessi- 
mistic diagnoses of current conditions, 
that Great Britain has suffered far more 
than other countries through the present 
depression is obviously untenable; she 
has, in fact, suffered less rather than 
more than the majority of nations.” 


The Review warns against accepting 
this more favorable factor for more 
than it is worth, basing this caution on 
the following grounds: 


“The first is that the level of British 
prosperity in 1928 and 1929, on which 
most of the statistical measurements in 
this article have been based, was less 
satisfactory than the country had a right 
to expect. The second consideration is 
that the industrial countries of the world, 
including Great Britain, have so far been 
protected from the worst effects of the 
depression at the cost of an undoubted 
dislocation in world trade as a whole. 
The present contrast between the 
economic levels of the ‘industrial’ and 
the ‘primary’ countries is evidence of 
an anomalous state of affairs which is 
not healthy and cannot be permanent. 
Ultimately, far-reaching readjustments 
will fall to be made. The stronger tone 
recently, of numerous commodity mar- 
kets suggests that part, at least, of 
these readjustments may be effected by 
recovery in world prices for raw mate- 
rials and foodstuffs. The converse 
operation—a reduction in industrial 
costs in the ‘finished’ trades—may be a 
more difficult and painful process.” 


So far during the present year both 
exports and imports have suffered a 
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marked falling off compared with last 
year, and internal trade is also declin- 
ing. But there is some evidence of a 
halt in the downward tendency of 
- prices, while the employment figures 
are more encouraging. 


FRANCE 


The French budget for 1931-32 rep- 
resents a total of fifty thousand million 
francs—a figure that is less appalling 
than the huge total: implies, the gold 
value of the franc being slightly less 
than four cents. 

Railway deficits are troubling the 
French Treasury, the prospective short- 
age for 1931 being 3,000,000,000 
francs, an increase of 1,000,000,000 
above the deficit of the preceding year. 


Part of the deficit will be met by the 
Treasury and the remainder by borrow- 
ing. Political considerations render an 
increase of rates difficult to apply as a 
means of meeting the lack of net 
revenue. 

In such major lines of production as 
steel and coal the figures so far in 1931 
are considerably below those of the 
corresponding months of last year. 
There is also a slow rise in unemploy- 
ment figures, though they have not as 
yet reached serious proportions. Al- 
though France is now experiencing some 
of the effects of the general depression, 
they are much less severe than in several 
other countries of the European Con- 
tinent, and the situation is far better 
than in England and the United States. 
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BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL and SURPLUS, over ... 


$1,400,000.00 


Porto Rico's average yearly business 
with the continental United States 
aggregates over $150,000,000.00. 
This total represents more than 90% 
of all the Island's foreign business. 


We invite the correspondence of 
Banks, Bankers and Exporters to 
place our facilities at their disposal 
for the efficient handling of their 
transactions with this Island. 


GERMANY 

There has recently been a slight in- 
crease in coal production in the Ruhr 
district, but the production of both 
crude and finished steel throughout Ger- 
many is still declining. 

An evidence of the distrust caused 
by the result of the elections of last 
September appears in the decrease of 
deposits of the six leading Berlin banks 
for the first two months of this year. 
As the actual harm arising from the 
triumph of certain elements in German 
politics has been neutralized, this loss in 
bank deposits is expected to be made 
good very shortly. The banks in ques- 
tion all report a loss of net earnings in 
1930 compared with the preceding year, 
the falling off ranging from 1 per cent. 
to over 13 per cent. The Deutsche 
Bank and Disconto-Gesellschaft bought 
on the open market 35,000,000 marks 
of its share capital, reducing the total 
to 250,000,000 marks. It is stated that 
the purchased shares will remain in 
the bank’s vaults, without voting or 
dividend rights, leaving their future 
status to later decision. 
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A continuation of Germany’s trade 
with Russia for some time is assured 
by a recent decision of the German 
cabinet to guarantee credits in connec: 
tion with this trade for the year 1931 
to the extent of 300,000,000 marks. 
This guaranty is assumed as to 40 per 
cent. by the Reich and 30 per cent. by 
the respective states where the exported 
goods are produced. 


AUSTRIA 

As seen by the Austrian Institute of 
Economic Research, the slightly better 
tendency on the stock exchange would 
seem to indicate that the low point of 
depression has been reached and passed, 
although this is no sure sign that a con- 
tinued upward trend will manifest 
itself. While the index of stock prices 
from the middle of January to the 
middle of February mounted, the rise 
was not as pronounced as during the 
same period of the last year. However, 
the situation in the money and capital 
market bears witness to a slow but 
steady improvement in the general 
economic conditions which is much 
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better than a year ago. The rates for 
both short and long-term funds have 
further declined. On the other hand, 
no improvement has as yet been dis- 
cerned in industry, although the possi- 
bility of obtaining cheaper money 
should serve as a stimulus. In this 
connection it is interesting to note that 
the imports of duty-free labor-saving 
machinery, after a sharp decline in 
1930, are again rising. Production in 
the steel industry remained at its very 
low level, while that of mining was 
comparatively high. Cotton spinners 
and paper mills showed curtailed out- 
put, while timber was exported in 
greater quantity to Germany although 
the local market felt the pressure of 
lower Polish prices. The leather and 
shoe industries were comparatively busy. 
No change in the downward movement 
in commodity prices can be noticed, al- 
though the index number of agricultural 
products has risen in the face of the 
general tendency. Retail prices, espe- 
cially those of textiles, have again fallen. 
The number of unemployed as of 
February 15 amounted to 337,000 sup- 
ported, which is 19 per cent. more than 
a year ago, although this is less than 
the estimate of 348,000 persons which 
had been made by the institute. At the 
end of February a decrease in the num- 
ber of those out of work was already 
to be observed in Vienna. Bank clear- 
ings showed little change. Carloadings 
have fallen very much below the lowest 
point since 1926, while foreign trade 
shows an important slackness. The 
number of judicial compositions was 
comparatively high, although the figures 
for bankruptcies fell off somewhat. 
Executions issued have lately been 
higher. 


NATIONAL FINANCES 


According to the preliminary figures, 
giving only totals, published by the 
Accounting Court, the year 1930 closed 
with a deficit of S 33,000,000 more than 
had been foreseen in the budget when 
capital expenditure is included. Al- 
though revenue was also somewhat 
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more than had been estimated, it was 
impossible to restrict greatly increased 
outgoings arising mainly from contribu- 
tions to unemployment insurance 
amounting to $51,000,000. Capital 
expenditure amounted to S 16,000,000 
less than estimated, while a transitory 
item of about S 30,000,000 represents 
expenditure in connection with the 
special agricultural subsidy which should 
have been met by the increased excise 
duties. 
BUDGET FOR 1931 


The budget as submitted to the Na- 
tional Assembly in the fall of 1930, 
has been accepted in practically its 
original form by this body in spite of 
the fact that so many unfavorable fac- 
tors in the economic situation have 
turned up in the meantime, which 
might affect both income and outgo 
very strongly. Both the government 
and legislature understood, however, 
that in all probability, and particularly 
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in connection with the results of the 
second half-year, the actual results 
would not meet the expectations. 
While it is not impossible that an im- 
provement in the situation can manifest 
itself, the government determined that 
no deficit shall appear in the results of 
the coming budget, and in order to 
assure themselves of this, expenditure 
will only be made as far as revenue 
permits. For this purpose, appropria- 
tions to the amount of about S 49,000,- 
000 will be withheld for the present 
and will only be released when the de- 
velopment of revenue allows. Besides 
this, it is proposed to form a new office 
charged with the simplification of the 
administrative system and the cutting 
down of the expenses which will work 
directly under the Federal Chancellor. 
It is also planned to effect an eventual 
simplification of governmental practice 
and to clear up existing questions as to 
jurisdictional competency of the federa- 
tion and provinces. The deficit in- 
curred in the fiscal year 1930 will be 
covered out of treasury balances arising 
from repayments on advances for capital 
expenditure originating with the pro- 
ceeds of the last government loan. 


ITALY 


At the close of the first quarter of 
1931 signs of real improvement in the 
Italian economic situation are still 
awaited. Though a slight easing of the 
tension has been reported in many dis- 
tricts, the general attitude is that the 
bottom has no more than been reached 
and determination and courage are still 
required. Business in general is now 
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accustomed to the difficulties and is 
holding on calmly and hopefully. 

The appearance of important annual 
company reports is exercising a good 
influence since they almost universally 
show earnings at only slightly less than 
for 1929, and dividends at about the 
same rate. All the banks are paying 
normal dividends, with slightly less to 
reserves; net earnings of the leading 
electric corporation increased by 11 per 
cent. 

The foreign trade deficit stands at 
200,000,000 lire below that for the 
corresponding period of 1930. It has 
been reported that sales to Russia since 
August, 1930, total 220,000,000 lire. 
Unemployment shows an increase of 5 
per cent. over that at the close of 
February and stands at 765,000. The 
resumption of farming operations will 
largely reduce the number of those un- 
employed. 

POLAND 


Poland’s foreign trade during the 
months of January and February, 1931, 
shows the following figures (in ziotys): 
February 


116,566,000 
134,864,000 


January 
153,440,000 


Exports 152,500,000 


—900,000 +18,298,000 


A comparison of the above figures 
with the corresponding figures for 1930 
shows that during January, 1931, im 
ports decreased by 63,300,000 zlotys 
and exports decreased by 66,000,000 
zlotys, while during February imports 
show a decrease of 65,100,000 zlotys 
and exports a decrease of 83,200,000 
zlotys. 
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DEVELOPMENT OF FARM CO-OPERATIVES 
IN POLAND 


The problem of increasing the rev- 
enues of the individual farms by the 
eficient organization of the sale of farm 
products is being gradually solved in 
Poland by the development of the Agri- 
cultural Co-operative Societies. The co- 
operative movement tends to eliminate 
the high cost of intermediaries by bring- 
ing the producers of agricultural prod- 
ucts and the consuming markets into a 
closer contact. 

In this field the State Land Bank of 
Warsaw is playing a leading role, being 
the most important agricultural credit 
institution in the country. The bank 
grants substantial credits to the co- 
operative societies in order to enable 
them to in turn supply the individual 
farmers with the necessary working 
funds. The balance sheet of the State 
Land Bank as of December 31, 1930, 
shows that out of the total short-term 
credits, amounting to 282,000,000 zlotys, 
nearly half, or 136,500,000 zlotys, was 
granted to farmers through the medium 
of Agricultural Co-operative Societies. 

Among such co-operative societies, 
which have shown a rapid development, 
are the dairy co-operatives. They are 
rendering estimable service, particularly 
to the small and medium-sized farmers. 
The activities of these societies are di- 
rected by a central organization in 
Warsaw, which insures the scientific im- 
provement of the quality of Polish prod- 
ucts, as well as the introduction of the 
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The State Land Bank has greatly con- 
tributed towards the development of the 
dairy co-operatives in Poland by extend- 
ing credits to them. Such credits ag- 


gregated 6,200,000 zlotys during 1930. 


FINLAND 


The total credits of the Bank of Fin- 
land fell off in January by 79,200,000 
marks. The changes in the position of 
the Bank of Finland during the first 
fortnight in February were in the same 
direction as in January. The level of 
prices still displays a falling tendency. 
The cost of living index dropped 12 
points to 1071 as against 1181 in Janu- 
ary, 1930. The reduction was caused 
chiefly by falling prices for foodstuffs. 
The general wholesale price index re- 
mained unchanged at 86, but the group 
index for imported goods dropped 1 
point to 82 against 91 a year ago. 
The index for agricultural produce rose, 
on the contrary, 1 point to 74 against 
§9 in January, 1930. The rise is con- 
nected with the higher duties. 

The value of imports only amounted 


‘to 223,300,000 marks in January, while 


the corresponding value in 1930 was 
309,000,000 and in 1929 504,500,000 
marks. The falling off is partly due to 
the fall in prices, but also to an ap- 
preciable extent to the smaller volume 
of imports, for the latter was consider- 
ably less than in any year since 1926. 
The volume of exports was also slightly 
smaller than 1930 and 1929, though 
substantially larger than in the years 
before that. 
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from coast to coast, the Bank of Montreal 
operates through more than 650 branches, 


These branches, in conjunction with the 
offices the Bank maintains in New 
York, Chicago and San Francisco, afford 
American financial houses a source of 
complete information concerning trade 
with Canada, as well as unsurpassed facil- 
ities for the transaction of their business 
with the Dominion. 


BANK OF MONTREAL 


TOTAL ASSETS IN EXCESS OF $800,000,000 


CHICAGO: 27 South LaSalle St. 





Aicavss the Dominion, 


Established 1817 





SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


the last month have shown no 

marked change, according to re- 
ports from the banks of that country. 
In its April issue, the Monthly Com- 
mercial Letter of the Canadian Bank of 
Commerce, Toronto, says: “The stabil- 
ity which has been noted in our two 
preceding issues is still characteristic of 
business. We repeat, however, our 
former qualification, namely, that the 
current movement has not proceeded far 
enough to lead to a firm conclusion as 
to the future trend of business, for the 
ground must be cleared of much debris 
before the way is opened for a continu- 
ous advance. This will be obvious if 
consideration be given to the fact that 
the origin of many economic difficulties 
with which practically the entire world 
has had to contend can be traced back 
for some years prior to the commence- 
ment of the present depression, and 
their removal may require time.” 
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In the same strain, the April 25 
Business Summary of the Bank of 
Montreal states that “beyond activities 
incidental to the advent of spring, the 
trend of trade and employment has un- 
dergone no marked change during the 
month. Such indices as car-loadings 
and bank clearings, while revealing a 
much reduced merchandise movement 
from last year, indicate some seasonal 
progress. The early opening of naviga- 
tion is giving employment to those en- 
gaged in lake and river traffic, and un- 
employment generally is being reduced 
by resumption of outdoor work in many 
fields of labor. Navigation prospects 
are clouded and the outlook uncertain. 
There is plenty of wheat to go out if 
purchasers abroad are found, in which 
connection it is encouraging to know 
that exports of the cereal have for some 
time past exceeded those of last year, 
and that fourteen million bushels are 
booked for early shipment from the 
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Port of Montreal. The Finance Min- 
ister is not expected to announce tariff 
changes before the latter part of May, 
when it is expected that an increased 
sales tax will also be made known, and 
these factors are likely to have an im- 
portant bearing on business. Iron and 
steel industries are moderately active, 
giving a larger output last month than 
in February, while automobile factories 
are turning out more cars than for sev- 
eral months past and textile mills are 
well employed. Farm produce of all 
kinds, grain, livestock, butter, eggs, 
potatoes, continues at low prices.” 
“The business record of the last three 
months is, however, the most stable of 
the last year and a half,” says the Letter 
of the Canadian Bank of Commerce, 
“even though commercial activity is well 
below that of a year ago. In other 
words, while the tide of trade is at low 
ebb, there has been no further marked 
recession but, instead, slight indications 
of a turn towards the flow. It is of 
course usual to witness an upturn in 
industry at this time of the year and, 


therefore, it should be kept in mind 
that the comparative steadiness of the 
last three months may be accounted for 
largely by the customary seasonal swing. 
But accompanying this development has 
been a firmer tone in prices of the prin- 
cipal commodities; the decline in the 
general level has continued, but at a 
much slower rate than throughout the 
greater part of 1930. If this firming 
tendency in commodity markets con- 
tinues over a sufficient period it should, 
with the aid of cheap money, bring 
about that confidence in prices which is 
essential to orderly commerce and, in 
addition, hasten the readjustment be- 
tween producers’ and consumers’ prices, 
without which there can be no sub- 
stantial improvement in trade.” 


FOREIGN TRADE 


“The March return completes the fig- 
ures of Canada’s foreign trade for the 
fiscal year,” says the Bank of Montreal, 
“which amounted to $1,723,800,000 
against $2,393,177,000 in 1930, a de- 
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crease of $670,000,000, or about 28 per 
cent. As the decline in wholesale com- 
modity prices during the last twelve 
months is reckoned by the Dominion 
Bureau of Statistics at 16.8 per cent., it 
would appear that the reduction in 
quantity was roughly 11.2 per cent. in 
external commerce. The independabil- 
ity, however, of this inference is shown 
in the case of wheat, the export value 
of which was, during the last twelve 
months, $38,333,700 less than in the 
preceding year, while the quantity 
shipped was 40,336,700 bushels greater. 
There was a lessening of the adverse 
balance of foreign trade, the excess of 
imports over domestic exports having 
been $107,097,000 compared with 
$127,981,000 in the preceding fiscal 
year. In 1929 and 1928 there had been 
a favorable balance. 

“The movement of merchandise on the 
railways continues to run behind that 
of last year, an exception being grain, 
mainly wheat, of which loadings to 


April 4 were 11,942 cars in excess of 
last year. The most serious slump has 
been in forest products. Total car- 
loadings in Canada to April 11 this 
year were 702,831 cars, compared with 
855,761 cars in the like period last year. 


NEWSPRINT INDUSTRY 


“The newsprint industry is still con- 
fronted with capacity far exceeding the 
market. Better equipped mills are able 
to meet the slackened demand and lower 
prices, but the position of others heavily 
capitalized is not so favorable. The 
ratio of operation of the mills in March 
was 58.1 per cent. against 55.4 per 
cent. in February, and the output 187,- 
005 tons against 164,552 tons in Feb- 
ruary. In the first quarter of the year 
Canadian mills produced 534,280 tons, 
compared with 604,559 tons last year, 
and 618,893 tons in 1929. Production 
of United States mills during the last 
three months was down 59,216 tons, 
the total reduction in the two countries 
having been 129,495 tons in the quarter, 
which measures the decrease in news: 
print consumption by newspapers. Prices 
have now given way under pressure of 
competition, a cut of $3 per ton, retro 
active to January 1, being announced, 
with further reduction of $2 per ton 
from May 1, bringing the mill price 
down to $50 per ton. 

“Building construction is beginning to 
pick up with the coming of spring and 
a season of moderate activity is antici 
pated. March contracts are computed 
at $27,311,800, being an increase of 
12.6 per cent. over the corresponding 
month last year, while engineering 
works sti!l constitute the largest part of 
contracts. 

MINING 


“In the mineral field operations con- 
tinue to be prosecuted extensively. On- 
tario is fulfilling the promise of increas’ 
ing production of gold, this amounting 
in March to $3,402,238, the largest 
monthly output this year. Silver, 
cement, gypsum and petroleum are also 
being produced in larger quantity than 
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last year. On the other hand, less 
copper is being mined, and much less 
lead. The price of copper has recently 
sagged, and it is noteworthy that the 
export of unmanufactured copper from 
Canada fell in March to $553,400 from 
$4,152,400 in the corresponding period 
last year. In the last twelve months the 
export value of copper has decreased 
$15,890,400, and that of unmanufac- 
tured nickel $6,788,600. The manu- 
facture of these metals in Canada is, 
however, increasing and has bearing on 
the export of the raw material. 


FINANCE 


“In the financial field loans continue 
to be placed by governments and muni- 
cipalities at rates favorable to the bor- 
rower, and the banks still find in this 
class of security an avenue of invest- 
ment for surplus funds. In February 
current loans of chartered banks de- 
creased by a further sum of $25,272,- 
000, and on the twelve months are 
down $246,160,000. Bank debits in 
March, $2,410,694, were $521,000,000 
less than in March, 1930.” 


International Banking 
Notes 


Prorit of the Mitsui Bank, Limited, Tokyo, 
for the half-year ended December 31, 1930, 
amounted to Yen 45,897,605, according to 
the report to stockholders. Of this amount, 
Yen 500,000 was added to reserve fund, 
Yen 542,300 to pension fund, Yen 250,000 
was given as a bonus, Yen 2,400,000 as a 
dividend to stockholders and the remainder 
Yen 2,205,305, was carried forward to the 
next account. 

Balance sheet as of December 31, 1930, 
showed capital of Yen 100,000,000, reserve 
funds of Yen 64,700,000, deposits of Yen 
666,167,316 and total resources of Yen 866,- 
536,763. 


AFTER defraying the ordinary expenses of 
the year 1930, Den Danske Landmandsbank. 
Copenhagen, had a balance of Kr. 7,045,788 
for distribution as follows: 

Kr. 490,964 wete written off or set aside 
for bad debts, etc.; Kr. 250,000 were writ- 
ten off for depreciation of buildings; Kr. 450,- 
000 were reserved for income tax and 
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Kr. 750,000 set aside for price regulation of 
bonds and shares, making the special re- 
serve for this purpose Kr. 1,750,000. <A 
dividend of Kr. 2,500,000 has been paid, leav- 
ing a balance of Kr. 2,604,823, which has 
been transferred to the reserve fund and 
written off against the state bond for re- 
serves. 

The bank's balance sheet as of December 
31, 1930, showed capital of Kr. 50,000,000, 
reserves of Kr. 34,000,000 and total re- 
sources of Kr. 706,361,416. 


THE National Bank of Egypt, Cairo, made 
net profit in 1930 of £599,038, according 
to the directors’ renort. This compares with 
a figure of £621,686 for 1929. Out of the 
1930 profit, £50,000 were set aside as a re- 
serve, dividends at the rate of 18 per cent. 
took £540,000 and the balance, £9038, was 
added to the carry-forward. 


THE 1930 annual report of the Darmstadter 
und Nationalbank of Berlin submitted at the 
annual meeting of stockholders April 18 
shows an increase in turn-over for the year 
1930, this figure having risen from 245 mil- 
liards to 260 milliards. The profit and loss 
account shows a falling off in the gross prof- 
its from commissions due to the excessive 
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stagnation of joint syndicate and _ security 
business. The profits from discounts and 
interest, on the other hand, show a mod- 
erate increase. Since both general expenses 
and taxes were lower, the bank has been able 
to allocate 10 million Reichsmarks out of 
current profits toward writing down its se- 
curity and joint syndicate holdings. After 
making this special provision in view of the 
general depreciation in the market value of 
securities during the year, the net profits in- 
cluding carry-forward amounts to some 8,200,- 
000 Reichsmarks, out of which a dividend of 
8 per cent. is proposed as against 12 per 
cent. in the previous vear, while 3,100,000 
Reichsmarks is carried forward. 

The balance sheet shows on the liabilities 
side a drop of approximately 90 million 
Reichsmarks in the item “creditors,” mainly 
time and demand deposits. On the other 
hand, acceptances have increased by about 
36 millions to about 126 millions, a devel- 
opment which has its origin in the efforts 
of the Reichsbank to enlarge the accep- 
tance market. On the assets side the most 
important feature is the approximately 50 
per cent. reduction of stock exchange collat- 
eral advances, due to the market situation. 
Advances on goods consigned or warehoused 
have increased by approximately the same 
amount. 

Discounts and balances with banks have 
declined, and the cash items have risen 
slightly. The liquidity is 56.4 per cent. The 
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information given by the bank regarding its 
foreign “creditors” is of particular interest. 
These now total 30 per cent. of total “credit- 
ors” against 34 per cent. in the previous 
year, this being due to the repayment of ad- 
vances toward the end of 1930. The cover 
of these foreign liabilities} by liquid assets in 
foreign countries has increased from 63.5 per 
cent. to 65.7 per cent. during the year. 


Net profit of the Central Bank of India, 
Limited, Bombay, for the year ended Decem- 
ber 31, 1930, was Rs. 21,33,981, including 
Rs. 3,70,663 brought forward from the pre- 
vious year’s account. This sum has been 
allocated as follows: 


To ad interim dividend at the 
rate of 6 per cent. per an- 
MNO Sctranies bacrkan cee cs ie 

To lands and buildings ac- 
counts 

To bank’s investments in gov- 
ernment paper, gilt-edged 
and other securities ...... 

To provision for income tax 
and super-tax 
To final dividend 
To carry forward to next ac- 
count ... : 


5,04,396 
2,00,000 


3,25,000 


1,00,000 
5,04,396 


eee eeeeee 


5,00,189 


The bank’s balance sheet as of December 
31, 1930, showed paid up capital of Rs. 1, 
68,13,200, reserve of Rs. 86,20,000 and 
total resources of Rs. 19,'72,17,213. 
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SHAWMUT BANK’S ADVERTISING 
PLANS AND RESULTS 


IFFERING radically 
D from all previous 
bank advertising, the 


newspaper campaign being 
carried on during the last 
few months by the National 
Shawmut Bank of Boston 
has caused comment among 
bank advertising men as well 
as among laymen. How was 
this campaign inspired? What 
actual returns is it showing? 
In the first place, the Na- 
tional Shawmut Bank wanted 
to achieve two ends. It 
wanted to increase its com- 
mercial banking business by 
attracting large accounts, and 
it wanted to promote more 
trust department business. 
Ten weeks were spent in 
studying the bank’s problems 
regarding the commercial 
banking department and it 
was found that three major 
conditions had to be met by 
advertising. First, New Eng- 
land business interests had 
no clear-cut conception of 
the specific help the bank 
was giving to New England 
manufacturers and _ other 
business organizations—a ser- 
vice quite apart from routine 
banking service. Second, ad- 
vertising was needed which 
would produce tangible new 
business for the bank and 
which would also stamp it 
vigorously upon the con- 
sciousness of the general pub- 


lic. Third, current business 
conditions presented a unique 
opportunity to broadcast 
through advertising a note 
of confidence and success. 
As a result of this analysis, 
the bank organized its man 
power and specific business 
experience into a Merchan- 


dising Division, to serve as 
a clearing-house through 
which New England busi- 
ness executives could secure 
introductions and new con- 
tacts,, practical suggestions, 
and financial and business 
counsel. This service is 
prominently mentioned in 
the advertising of the com- 
mercial department. 


TRUE STORIES OF NEW ENGLAND BUSINESS SUCCESSES 


HOW A DECREASED INVENTORY 
INCREASED NET SALES 


Defective material 
and lost operations 


During the lean days of 1921 a certain Massa- 
chusetts corporation reorganized its factory 


buy ing, manufacturing and shipping methods. 
‘This study unearthed these weaknesars 


pany required an average of 90 days to fill 
B Although incomng goods were exam- and recorded 


ined, machine stoppages and losses from 
faulty matenals were numerous. 


C. Responsibility for delays or losses was orders were delivered on time, After five 
years of assigning direct responsibility, de- 
fective material and losses decreased 78°. 
Sales increased 145%. 


not allocated to any person or department 
After the anvestigation the company quickly 
established a 30-day standard for all deliv evies. 


THE 


These innovations resulted in slicing the 
inventory 47%. Ninety-nine per cent of all we are always glad to discuss fundamentals 


A planning department routed all jobs. All Other New England concerns are not only 
work had to be completed in a definite time. 
Under the new plan rush orders could be dure, but also their sales and marketing 
accelerated through the plant in less than methods. The Shawmut Merchandising Di- 
regular time. When the planning department 
cut by 78 Per CONE promised « rush order, failure to deliver it 
rated as failing to meet the 30-day standard 
Lenses caused by defective raw materials 
were charged against the department respon- 
‘The firet step wasan intensive investigation of sible for their inspection and analysis. Like- 
wise, any department guilty of passing « part 
that subsequently proved defective was 
A. In spite of « large inventory, the com- charged with its cost 
Responsibility for delays, defective or 
orders. ruined material was now carefully allocated 


comunually improving thew factory proce- 


vision ts sometimes able to help. 
Can Shawmut help you? 


We have never been in as good a position to 
aid our clients as we are today. Marketing 


Jars of business expen 
ence often enables us to make new and con- 
structive suggestions 

We cannot predict what the Shawmut 
Merchandising Divison can de for you. But 


with executives 

Our telephone is Hancock 6800. Why not 
call owr Merchandiang Divison before you 
drop in? Perhaps Shawmut can help. 


NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


The seventh in a series of commercial department adver- 
tisements being run in leading Boston newspapers and 
the New York Times by the National Shawmut Bank of 


Boston. 


The campaign is a radical departure from the 


usual bank advertising. 
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In formulating advertising 
to carry out these objectives, 
it was also aimed to avoid 
the traditional self-conscious- 
ness of bank advertising, to 
give each advertisement high 
visibility, to reward the 
reader with solid business in- 
formation interestingly told, 
and to help New England 
business grow through mak- 
ing manufacturers and dis- 
tributors think about their 
business in new terms. 

The advertisement repro- 
duced herewith, “How a 
Decreased Inventory In- 
creased Net Sales,” is typical 
of the entire campaign. 





Other titles are “The Can- 
nibal Factory That Ate Its 
Young,” “Blue Knives. Save 
Cutting,” “He Quit the 
Race and Won,” “His Dol- 
lars Abroad Were Pennies 
at Home,” and “He Swung 
His Lead Into an Uncharted 
Sea.” Each contains the 
head, “True Stories of New 
England Business Successes,” 
and each relates interestingly 
how some business man 
solved his problem and sug: 
gests that Shawmut’s Mer- 
chandising Division may be 
able to solve that of the 
reader. 

As to the success of the 





a 


Your ancestors won 


this battle for you--don't 

















‘OT until after the discovery of Amer- 
ica did our ancestors win the right, 
from unwilling monarchs, to pass the 


tithe of real estate on to their own heirs; and then, 
only after a prolonged and bitter battle. 

Yet 66 out of every 100 Bostonians who died in 
1929 leaving property behind them, failed to make 
a will! 

Probably most of them intended to make one on 
that morrow that pever dawned. 

Isn't it extraordinary that individuals who are saga- 
cious, keen and considerate in daily life, frequently 
fail to make any disposition of their property. and pro- 
vision for their beloved ones, before their time comes! 


WHO SHOULD BE 


A will wot only permits you to ave your Furthermore, every 






years hewre ot will still be serving thew, 

2 SRaw imate enperermre in the ray eotimemt 
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destroy their victory 


we Shawmut Trust acount must fire met the — department 


1. Leder 0 pomuble circumstances vision of the United States Controlier of | 





Department 
NATIONAL 


Shawmut Bank | 


WATER STREET - BOSTON 





Arranging for the proper distribution of his worldly 
goods—perhaps the fruits of a lifetime's work—is 
probably the most important business act « man 
ever performs. It is so important that nobody should 
ever make a will without first consulting a com- 
petent lawyer. 

The National Shawmut Bank does not draw wills, 
but we are anxious that each one of our clients shall 
be secured by a flawless testament. 

In your own interests we will gladly send you a 
booklet entitled “Your Will and the Shawmut Bank.” 
On every page you will find information you ought 
to possess. It comes to you free, with our compliments, 
and does not obligate you to Shawmut in any way. 


YOUR EXECUTOR? 





investment mate for s from or to any sfliliated organiaation or 


5 By appoumting Shawmut year exerutor, 
your entate will be under the oflcsal super: 


can the securities for Currency, through whom our accounts are 
wtuch Shawmut acts as examined twier every year 


6 Shawmut dows wot die. t never ill. never 
goes om vacation. Your heirs can come to 

4 Wedowot buy or us at any time with thew buuness or finan. 
sell securities. either cial problems At any hour of the day we 
dhrectly ce wadinectty, are ready to respond to a call from your 
for any trust scqpwat family 











An interesting example of the Shawmut Bank's trust 
advertising. 


series, the bank reports: “In 
the last few months a large 
number of business concerns 
and individuals, many of 
them very much worth while, 
have written, telephoned or 
called. Not only has help 
been given on sales problems 
but also on reorganization 
plans. We have already been 
able to trace direct busines 
to the advertising. It js 
bringing business to our 
doors, and we are highly 
gratified.” 


TRUST ADVERTISING 


An analysis of the trust 
department similar to that of 
the commercial department 
brought out a copy program 
aimed to interest the reader 
by means of specific incidents 
adapted from the day’s work 
of the trust department and 
to show the department in 
action, as a living force in 
the lives of well-to-do New 
Englanders, and thus draw 
the reader mentally into the 
bank. 

A series of personal letters 
was thus planned as a base 
for the advertising, number 
3 of which is reproduced 
here. The series included 
letters from one brother to 
another, from a man to his 
best friend, from a widowed 
mother to her son, from a 
family lawyer to a widow, 
from a_ brother to his 
widowed sister, from a busi’ 
ness executive to his doctor, 
from a guardian to a sopho 
more, and concerning 4 
father’s wedding gift to his 
son-in-law. 
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Each contains, as does the 
one reproduced, a running 
head giving the number of 
the advertisement in the 
gries and the sender and 
recipient of the letter. The 
heading in each case consists 
of a phrase quoted from the 
letter, and the letter itself 
deals with the use of the 
Shawmut trust department. 

In addition to the personal 
letter series, the trust de- 
partment campaign has con- 
tained some other advertise- 
ments, two of which are re- 
produced here. 

Results of the trust ad- 
vertising have also been 
gratifying to the bank, which 
reports that much new busi- 
ness directly traceable to the 
advertising has been con- 
tacted and closed. Many 
people have sent or taken in 
to the bank advertisements 
clipped from the newspapers 
and many others have written 


A SERIES OF 


rensona: tetrens No, 3—FROM A FATHER TO HIS SON 


op 


Dear Jim 


at Chnisemas 


for you at Shawmut 


wt $0 that you can 


your fellow crustees down at the bank 





Many happy returns of the day May each year bring you nealth, hap- 
piness and your full share of the satisfactions of this world 

Having said that much, prepare for a shock. I've decided to sop 
your allowance! I've come to the conclusion that # young 
last year at college 1s old enough co look after his own affairs. So you'll 
get no more checks from me — except, perhops, vn your burthday and 


Now I'll cell you what I've done instead I've made a Living Trust 


As you probably haven't the vaguest idea what that means | will ex 
plain it briefly I've turned over to the Shawmut Trust Departement 
cash and securities valued at $100,000 You and the bank are co- 
trustees for that amount of money, which means that you will consult 
them and they will consult you in regard to the investing of this money 
The income it produces will all be paid co you. But, under the presen’ 
agreement, you cannot spend one cent of the capwtal Lacer | may change 


Until now I've never wanted you co be bothered about money, 
bonds and stocks. But | feel the ame has come when you should 
know abour chem, and I firmly believe chat you will learn more about 
investing money from the bank than | could ever hope to each you 

Anyway we'll cry it Please sign the enclosed papers where they are 
marked Next moath, when you come home, I'll meroduce you to 


Mother's writing to you separately, and yet you know this bangs 
you our united love and more than our very best wishes 
Always vour affecuonate 


ve stopped your 
allowance... 


+B 


man in his 


SHAWMUT Living 

Trust is just as flexible 
as your wishes and needs 
make it. Its benefits to you 
and your family are inaw 
merable. 


One easy way to fad ou 
about these benefits is to talk 





Woo't you accept our iavi- 
tanon to do one of the other 
today? 


| 
| 
Father 
| 





TRUST DEPARTMENT 


THE 


NATIONAL 


Shawmut Bank 


40 WATER STREET * BOSTON 


One of a series of personal letters which were used by 
the National Shawmut Bank of Boston in its trust de- 
partment advertising. 


for the booklet offered in the 
trust advertising. 


CLOCK PLAN ADDS HUNDREDS OF 
NEW SAVINGS ACCOUNTS 


By Hucu Kinc Harris 


thought of giving an 

electric clock as a sou- 
venir for a bank. It was 
one of the cheapest clocks 
and, although there was no 
definite plan behind the offer, 
it proved popular. 

In Grand Rapids Ed Dyer, 
advertising manager of the 
Union Bank of Michigan, 
went to John Freye, the 
president, and stated his con- 
Viction that a good electric 
clock should make a pulling 
publicity proposition. This 


G ost in Chicago 


idea was to inaugurate the 
use of a high-grade clock 
with a definite plan. 

The way this has worked 
out and the details are as 
follows: 

The clock used in this in- 
stance is the Hammond elec- 
tric calendar clock, retailing 
at $12.50 and costing under 
$7.50. The clock is given 
to anyone who opens a new 
account and who will de- 
posit $2.50 a week for one 
year. The initial deposit 
must be for $10, then $2.50 


a week, or $10 a month, 
must be deposited for a year. 

Seven and one-half dollars 
are held as a charge against 
the clock until the end of 
the year, so if the account is 
not kept up there is no loss 
to the bank. To aid in sav- 
ing the bank furnishes a 
small home bank to hold 
dimes, quarters and_half- 
dollars and this can be taken,. 
when full, to the bank and 
there credited to the account. 

All savings accounts earn 
4 per cent. interest from the 
time deposited, annually. 

When the clock idea was 
being planned, ways and 
means of making it a con- 
venience for folk everywhere 
to save their $10 a month 
were also considered. 





“W hat do you mean by 


A BROOKLINE physician recently 


asked us this question. He was 20 engrossed by 
his large practice that he had little time for 
his financial affairs. He wanted to know if the 
Service could help him. 

Today the doctor is free from most of his 
financial cares. He has placed all his securities 
im charge of the Shawmut Personal Trust Di- 
vision. Here ore # few of the things our Agency 
Service is doing for him 

1. We collect the coupons of his bonds, the 
interest on bis loans and the dividends of bis 
stocks, crediting the proceeds to his account. 

2. Careful attention is given to all conversion 
rights, subscription privileges, callable bonds, 
receiverships, and stockholders protective com- 
mittees or reorganizations that affect the securi- 
ties be has placed in our hands 

3. We prepare and execute his Federal and 
State Income tax returns; bay, sell or deliver 
securities on written or telegraphic order, and 
send him regular statements showing 


all receipts and disbursements 
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SHAWMUT AGENCY SERVICE?” 
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NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


When he goes on vacation, we pay his rent, 
wages, insurance premiums, and other obligs- 
tious for « small additional fee. 

In fact, the Shawmut i both-his Financial 
Secretary and bis Custodian. 


Several business men as well as professional 








clients, who have an ever-increasing demand 
made upon their time, tell us they have greatly 
increased their own efficiency since our Agency 
Service relieved them of both financial worries 
and troublesome detail. 

Individual executors and guardians, as well 
as people with little experience in money mat- 
ters, frequently thank us for this service. It has 
also proved of immense help to the officers of 
religious and charitable institutions, estates and 
fraternal societies. 

One easy way for you to find out all 
about our Agency Service is to call at any 
Shawmut office. Another is to permit one 
of our Trust Officers to come and see you. 

We invite you to accept one or the 


other of these invitations. 
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The personal trust division of the Shawmut’s trust de- 
partment is the subject of this advertisement. 


The bank officials investi- 
gated the automatic savings 
depository plan, and adopted 
it as an innovation in that 
city. This is a “community 
bank” conveniently placed in 
neighborhood drug stores. A 
person drops in his deposit, 
turns a handle and out 
comes a receipt which is 
then pasted in the deposit 
book, thus eliminating the 
necessity of going to the 
bank. _ 

Through these automatic 
deposit machines the public 
is afforded sixteen-hour bank- 
ing service, and one strong 
feature is the fact that the 


depositors who are induced, 
by the clock offer, to open 
an account at Union Bank, 
can deposit the quarters and 
half-dollars they receive in 
change, and thus build a 
substantial savings account 
without noticing the effort. 

The machines thus far have 
been working with no trouble 
and the collections of deposits 
have been growing steadily 
as a feeder to the main bank. 
There is a slight percentage 
payment made to the drug- 
gists who find the novelty 
and general advertising value 
worth while. 

The Union Bank has not 
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gone into this proposition 
with its eyes shut; every 
angle has been investigated 
and planned. 

The success of any pre 
mium or publicity plan is to 
keep it prominently in the 
public eye, so the Union 
Bank, before the plan started, 
had the advertising contracts 
for space with the news 
papers, and the details of 
pushing the plan, well in 
hand. 

Newspaper space at the 
start averaged about four 
columns by ten inches, and 
smaller space has been used 
consistently. After the news 
papers had been used for 
about three weeks, in order 
to apply a booster to public 
interest, a very attractive 
and well displayed two-color 
poster was utilized as a 
house-to-house circular, cow 
ering practically all of the 
better residential territory. 

This circular immediately 
began to step up the returns 
and was found a real addi- 
tion to the newspaper space. 
But in addition to the news 
papers and the circulars, the 
bank worked out a plan 
whereby the bank employes 
would have an incentive to 
go after new accounts. 


EMPLOYE SOLICITATION 


This employe solicitation 
is based on a series of worth 
while awards, based on the 
total number of new ac 
counts secured, and also on 
the total amount of such new 
accounts within a certain 
period. In other words, num: 
ber of accounts, as well as 





sn 


amount of deposits, counts. 

The awards are varied, 
but may be stated in gen- 
eral as a good vacation on 
full pay, and other substan- 
tial awards. 

The bank employes were 
furnished with cards explain- 
ing the plan, and stating that 
the depositor was introduced 
to the bank by the bank em- 
ploye whose name was 
written on the card, so that 
due credit for all new, so- 
licited accounts went to those 
who worked for them. This 
personal solicitation worked 
in fine shape. One young 
woman talking to a business 
man she knew mentioned the 
matter and, to her surprise, 
that man without hesitancy 
switched a savings account 


of $2300 over to the Union 
the next morning. 
The clock plan was an- 


nounced about the second 
week in January and by the 
twentieth of the month more 
than 600 new accounts of 
substantial proportions had 
accrued to the bank, so it is 
self-evident that this plan 
has a pulling power not to 
be taken lightly. 

The officials feel that the 
direct personal contacts made 
with so many new customers 
will result in other angles of 
business} apart from the 
purely savings department, 
and thus add the cost of the 
advertising to several depart- 
ments, and additional loan, 
safety deposit box rentals, 
sales of investment securities, 
mortgages, and general bank- 
ing business will feel a ma- 
terial impetus from the plan. 
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The Union Bank of Mich- 
igan has faith in advertising, 
and on that faith has been 
steadily building—this new 
idea is broader and more 
comprehensive than plans 
which have gone before, but 
the proof of the whole thing 
is in the steadily mounting 
demand for clocks and the 
increased showing day after 
day in the savings deposits 
and the general business of 
the institution. 


HOW BANKS ARE 
ADVERTISING 


A BOOKLET advertising “used 
homes” in Little Rock, Ark., 
which are on the market under 
the direction of the Union Trust 
Company of that city, has been 
issued by the trust company and 
is being distributed at the bank. 

The booklet contains thirty 
pages, on each of which is a 
photograph of a house for sale, 
and a brief and pointed descrip- 
tion of it. Information given in- 
cludes a description of the build- 
ing, its location, insurance, taxes 
and price. The booklet is loose- 
leaf, so that new pages may be 


The first page of a two-color poster which was used as a 

house-to-house circular, explaining the savings plan of the 

Union Bank of Michigan, Grand Rapids, in which electric 
clocks are being given away. 
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THE TRUST CO. 
OF NEW JERSEY 
Journe! Square 
Lergest Bonk in 
Hedsen Couaty 


This unusual advertise- 
ment of a Jersey City 
trust company was run 
single column size in local 
newspapers. It illustrates 
only too realistically the 
difficulties of parking in 
the metropolitan area. 


added as additional houses are 
put on the market, and pages re- 
moved when houses are svo!d. 

The cover is printed attrac- 
tively in two colors. 


Since the “Book of the Month” 
idea originated, many bankers 


have capitalized on the idea by 
advertising a savings bank book 
under that title, but it remained 
for the Central Savings Bank of 
New York to place such an 
advertisement on the book page 
of a New York newspaper. 

The advertisement, which ad- 
joined those of current “best 
sellers,” was six inches deep and 
contained a line cut of a man, 
seated, reading a book plainly 
marked “bank book.” Below 
were the words, “Book of the 
Month.” 

The text read as follows: 
“The most popular book of the 
month is the book of all months 
— your Central Savings Bank 
Book! Each month (or better 
still, each week) you open an- 
other chapter by making another 
deposit! Before long it reads 
like a fairy tale! All that money 
plus interest is yours! Yours 
with which to build a home... . 
to travel . . . to send your chil- 
dren to college . . . Subscribe 
today. $1 opens an account.” 


THE first of a series of educa- 
tional advertisements which are 
to be published periodically in 
sixty-five newspapers of Massa- 
chusetts by the Mutual Savings 
Bank Association of Massachu- 
setts, was devoted to the subject 
of savings-bank life insurance, 
an insurance plan common only 
to Massachusetts, where savings 
banks are permitted to write life 
insurance policies. 

The advertisement was run 
four columns wide, fourteen 
inches deep. The headline says: 
“Thousands Have Recently Had 
Hard Work Supporting Their 
Families. How Would Their 
Families Get Along Without 
Them?” The text goes on to ex- 
plain one of the combination 
savings-insurance plans and show 
its benefits, particularly to those 
who have not sufficient funds to 
purchase regular commercial life 
insurance. 

Signatures of the twenty banks 
in the state which write such 
policies appear at the bottom of 
the advertisement. 


IN a recently issued booklet, 
Francis R. Morison, head of a 
Cleveland advertising agency of 
that name, says that the pub- 
licity value of officers’ and di- 
rectors’ names is too often neg- 
lected in bank advertising. 
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“Oddly enough, however,” he 
says, “the publicity value of the 
name of an officer or director js 
more than likely to be forgotten, 
once his election is past. The 
bank will spend its good money 
to tell about banking, trust, safe 
deposit or investment facilities 
in the abstract and neglect to 
give deserved prominence to the 
men whose experience and judg- 
ment and integrity give it those 
advantages in management which 
may fairly be regarded as consti- 
tuting its best claims to the com- 


munity’s confidence and patron- 
age.” 


TEN years of growth, during 
which deposits have increased 
from $34,000,000 to $103,000, 
000, are shown in chart form in 
a newspaper advertisement pub- 
lished recently by the Harris 
Trust and Savings Bank of 
Chicago. The advertisement was 
run four columns wide by fifteen 
inches in depth. At the top, in 
large display type, were the 
words, “Ten Years of Growth,” 
and below was the chart, three 
inches deep by six inches wide. 

Four paragraphs of copy, set 
the width of the chart above, 
read as follows: 


“Why have the deposits of 
the Harris Trust and Savings 
Bank tripled in ten years? 

“It is the result of close co- 
operation with our customers in 
the building of their business. 
We can prosper only as they 
grow and prosper. This phil- 
osophy has attracted new busi- 
ness and been helpful in increas- 
ing the old business. 

“The management of the bank 
has remained the same. There 
have been no consolidations. 

“We invite you to discuss 
your problems with our officers. 

Separated by rules from the 
rest of the advertisement are the 
names of the bank's offigal staff, 
and below them is thé bank's 
signature. 


One of the uses to which a 
personal loan may be put—and 
one which is particularly timely 
at this season —is for painting 
one’s house. This is brought out 
in an interesting sketch which 
appeared in a recent issue of the 
First Wisconsin Triangle, pub 
lication of the First Wisconsin 
National Bank, of Milwaukee. 
The sketch, which occupies 
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approximately half a page, is 
headed, “Paint the House? Yes 

. but where can I get the 
money?” A subhead explains, 
“How a Personal Loan Solved 
§mith’s Problem.” The text is 
written in fiction style, telling 
how George Smith inspected his 
house and knew that it would 
have to be repainted this spring, 
but wondered where he could 
get the money to have the work 
done. He thought of borrowing 
the money, but decided against 
it. An ordinary loan would re- 
quire collateral. But there was 
the personal loan. He had a 
steady job and could get the in- 
dorsement of two friends. The 
remainder of the story tells of 
how he went to the First Wis- 
consin National Bank and bor- 
rowed the money—an explana- 
tion of how the personal loan 
plan works is brought in here— 
and heard how other people were 
using the personal loan service 
for similar purposes. 


A series of historical advertise- 
ments is being run in Vermont 
newspapers by the Chittendon 
County Trust Company of Bur- 
lington. The series is made up 
of twelve articles dealing with 
various phases of Vermont history 
from 1812 to the Civil War, and 
written around such subjects as 
“The Smugglers of Embargo 
Days,” “The Opening of the 
Lake Champlain Canal,” etc. 

The articles are run in display 
space two columns wide and ten 
inches deep. They are run 
several days apart. 

The series is simply written, 
and is such that it may be used 
by school children to supple- 
ment their history study. The 
Vermont point of view is main- 
tained throughout. 


“Once a Depositor, Always a 
Depositor,” is the slogan of the 
Seaman’s Bank for Savings, New 
York, and this slogan is followed 
up seriously by the institution in 
an attempt to lose as few as pos’ 
sible of its depositors. 


When a new account is 
opened in the bank, a letter is 
immediately mailed to the new 
depositor, thanking him for his 
patronage, advising him of the 
date. of interest payment, etc. 
After this, letters containing 
pamphlets and booklets, all tend- 
ing to sharpen the interest of 
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the new depositor in the bank, 
are sent to him. The pamphlets 
are on such subjects as “How to 
Invest Your Money,” “Budget 
Your Income,” “A Rapid Tran- 
sit Map of New York,” “Bank- 
ing by Mail,” etc. 

When a depositor. closes his 
account, he is immediately so- 
licited again by a diplomatically 
written letter. 


“Op Fashioned Things that are 
never out of style” is the title 
of a well-gotten-up leaflet of the 
Westfield Trust Company, West- 
field, N. J. 

With the title on the cover is 
reproduced a line drawing of an 
Early American doorway, the 
title being printed in dark blue 
and the cut in light blue, on 
white paper. When the leaflet 
is unfolded, there are seen draw- 
ings of a grandfather's clock, a 
Windsor chair, an old mantel, 
etc., forming a border on the 
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left-hand side and bottom of the 
sheet, while an open bank book 
is shown in the upper right-hand 
corner. 

The copy suggests that the 
things which were fundamentally 
correct in the first place are the 
things which remain in style, 
generation after generation. 
“Among the old fashioned things 
that never grow out of style the 
interest-bearing bank account 
holds a conspicuous record. The 
ancient habit of thrift grows 
more fashionable as old years 
pass and new ones are ushered 
in. Financial preparedness carries 
the stamp of authentic style. A 
substantial accumulation in a 
bank account is perpetually 
modern.” 


AN assured financial plan, where- 
by one may deposit a certain 
amount monthly and receive a 
flat sum at the end of a two- 
year period, and in case of 


Portian of Ge wont praménned, (ah bet 


Customers of Walker Brothers Bankers 
could fill the Utah Stadium to overflowing 


Twenty thousand people make a tremendous crowd. 


The builders of the 


University of Utah stadium planned for the future in providing 20,000 
seats. Yet this stadium, the largest gathering place in the state, would not 


accommodate at one time all of Walker Brothers Bank: 


ers’ customers. More 


than 25,000 persons have selected this bank as a depository for their 


money, as investment counsel, or as executor and trustee under 


the terms 


of their Wills. We, too, have planned for the future, and always welcome 


new customers. 


WALKER BROTHERS BANKERS 


Resources More Than Twenty-Six Millions 


CHECKING—SAVINGS—INVESTMENT—TRUST—SAPFE DEPOSIT 


Aerts of Oe et prandetand, Uta Sinem, 


How institutional advertising may be localized and made 
timely is shown in this advertisement of a Salt Lake City 


bank. 


The advertisement appeared in local newspapers 


just prior to a Thanksgiving Day football game in the 
University of Utah stadium last fall. 





684 


death before the end of the 
period one’s heirs receive the 
full amount due at the end of 
the period, is the subject of a 
folder distributed by the First 
National Bank and Trust Com- 
pany of Freeport, N. Y. 

The first page of this four- 
page leaflet contains the words, 
“You Don’t Have to Die to Get 
This Estate,” and a small cut 
showing bags of money in a 
heap. The words are printed in 
black and the cut in red. The 
remaining three pages explain 
the plan and contain a coupon 
to be returned to the bank ask- 
ing for more information. Print- 
ing throughout is in black and 
red. 


TuHeE Bank of America National 
Trust & Savings Association, 
which operates branches through- 
out the State of California, sends 
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out to its branches and depart: 
ments a collection of its current 
advertisements to get the opinions 
of its various representatives in 
regard to its advertising. 
Proofs of four advertisements 
published in April were clipped 
together with a cover which pro- 
tected the advertisements and 
explained them. The theme of 
the advertisements is given and 
a short explanation is made of 
how the theme is carried out. 
Possible questions are answered 
and suggestions are made as fol- 
lows: “You can contribute to 
the future development of similar 
advertisements if you will send 
your comments on this first 
series; your suggestions on other 
industries to feature; how adver- 
tisements may be localized in 
your community, and any other 
ideas that may occur to you” to 


NEWS 


Borton & Borton, Clevelar 
investment company, has ap 
pointed Edward Howard, finan 
cial advertising, of that city, to 
direct its advertising account 


W. J. KomMMeErs, vice-president 
and trust officer of the Old Na- 
tional Bank and Union Trust 
Company of Spokane, Wash., 
has been appointed a member 
of the trust development com- 
mittee representing the Pacific 
Northwest states of the Financial 
Advertisers Association. 


THe F. K. Glew Advertising 
Agency of Grand Rapids, Mich., 
has been appointed advertising 
agent for the Peoples State Bank 
for Savings of Muskegon. A 
campaign has been started in 


the advertising department... _ Michigan. 


4 


Used as a cover on the April issue of the Hibernia Rabbit, publication of the 
Hibernia Bank and Trust Company, of New Orleans, this photograph of the New 


Orleans skyline received much favorable comment from readers of the Rabbit. 


The 


right half of the picture, showing the tower of the Hibernia Bank Building, formed 
the front cover, and the left half of the picture, the back cover. 
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What They Say 


WOMEN IMPORTANT 


“I believe banks are coming more and 
more to realize that women are impor- 
tant as an economic factor in American 
life. My understanding is that women 
control 41 per cent. of the nation’s 
wealth. Not only that, but they spend 
about 85 per cent. of the money that is 
saved.”"—Grace S. Stoermer, assistant 
vice-president Bank of America of Cali- 
fornia and president of the National 
Association of Bank Women. 


CAN’T AFFORD CRIME 


“Seldom can a bank afford to have a 
successful crime committed against it. 
The bank may be fully insured and be 
reimbursed for all money and valuables 
taken from it but insurance does not 
cover the loss of confidence and prestige 
which invariably occurs whenever a 


successful crime is perpetrated against 
it. Sometimes this loss of confidence 
and prestige is small—sometimes it is 
of considerable magnitude. ' This loss is 
not confined to the bank against which 


the crime is committed. Neighboring 
banks also suffer to a more or less de- 
gree.—Illinois Bankers Association, 
Chicago. 


NOT GUILTY 


“For reasons that are obscure, I 
might say illogical, it appears that an 
attempt is being made in some quarters, 
particularly in the news emanating from 
Washington, to lay upon ‘the banker’ 
the charge of being guilty of a desire 
to see general wage reductions. Of 
course, bankers as such, have no such 
desire. If they did, they could do noth- 
ing either in preventing wage reduc- 
tions or in bringing them about. These 
accusations, if indeed they are being 
really made in any responsible quarter, 
must be merely another instance of find- 
ing somebody to blame for things that 


are not popular."—Rome C. Stephen- 
son, president American Bankers Asso- 
ciation. 


GREATEST OBSTACLES 


“We are in the midst of a severe 
business depression which is world-wide. 
The most serious obstacle in the way of 
early recovery is the state of our for- 
eign trade. The most serious obstacle 
in the way of the revival of our foreign 
trade is our high protective tariffs. The 
quickest way to get out of the existing 
depression is to reduce our tariffs so 
that our foreign customers may sell more 
goods here and get more dollars with 
which to buy our goods. If we do not 
buy we cannot sell. If we do not buy 
enough we cannot sell enough.”—Dr. 
Benjamin M. Anderson, Jr., economist 


Chase National Bank of New York. 


CREDIT GENIUS DUE 


“One of these days a credit genius 
may arise who will invent a method for 
expanding consumer credit in hard times 
—when the consumer needs added pur- 
chasing power most and when business 
needs it most—but which will keep con- 
sumer credit under rational control in 
good times. That would do more to 
stabilize business and stabilize prosperity 
than anything else which I can imagine.” 
—Harland H. Allen, economist Foreman- 
State National Bank, Chicago. 


ON THE BOTTOM 


“The evidence that continues to ac- 
cumulate indicates that the bottom of 
the depression has been reached, but as 
yet there are no trustworthy signs to 
show how far ahead that bottom is 
likely to extend. The three basic in- 
dustries of iron and steel, building con- 
struction, and automobiles, have all 
shown increased production, but in each 
case the upturn has been slow and re- 
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© UNDERWOOD & UNDERWOOD 


Darwin RusH JAMES 
President East River Savings Bank, New York 


ORN in Brooklyn, N. Y., Mr. James attended Adelphi 

Academy and Princeton University, being graduated from 
the latter in 1895. In addition to being president of the East 
River Savings Bank, he is president of the Fairchild Realty 
Company, a director of the Title Guarantee and Trust Com- 
pany, president and a director of the Aldar Realty Company, 
director of the General Re-Insurance Co., chairman of the 
board State Title & Mortgage Co., president of the Brooklyn 
Bureau of Charities, and director of the Brooklyn Public 
Library. He was a member of Governor Roosevelt's Banking 
Commission, and of Governor Smith's Multiple Dwellings’ 
Law Commission, as well as a member of the commission to 

revise the government of New York State. 








an Deere foe Om. OO oe 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


stricted. Movements of freight on the 
railroads are still at low depression 
levels. There have been signs of stabili- 
zation in wholesale prices, but they are 
not wholly convincing.”—Col. Leonard 
P. Ayres, vice-president Cleveland Trust 
Company. 


CLINTON TRUST SEGREGATES 
THRIFT ACCOUNTS 


THE Clinton Trust Company of New York 
has voluntarily segregated its special interest 
and thrift accounts into a separate special 
interest fund, in accordance with a plan 
advocated by the State Superintendent of 
Banks which was incorporated in a bill intro- 
duced into the State Legislature. The money 
in this fund is to be invested’ exclusively in 
securities legal for savings banks in the State 
of New York, and the bank has, in addition, 
added a special reserve fund which at all 
times will be equal to 15 per cent. of the 
deposits. The bank is the first commercial 
institution in the state to adopt this plan. 


TEXAS BANK ELECTS NEW 
OFFICERS 


Tue Stockyards National Bank of Fort 
Worth, Texas, has announced the election of 
Otto Frederick as vice-president and W. M. 
McDonald as cashier. 


AMERICAN EXPRESS BANK 
DECLARES DIVIDEND 


In celebration of its first anniversary, the 
American Express Bank and Trust Company 
of New York last month declared an initial 
dividend of $1 a share. The bank began 
business on April 15, 1930, under the presi- 
dency of Medley G. B. Whelpley, with a 
paid-in capital stock of $10,000,000 and sur- 
plus of $5,000,000. Its latest statement 
shows resources of $54,000,000 and deposits 
of $25,500,000. 


The American Express Bank and Trust 
Company is an affiliate of the Chase National 
Bank of New York through that bank's 
control of the American Express Company. 


NATIONAL CITY CHANGES 


NEw appointments at the National City Bank 
of New York include Hobart M. McPherson, 
formerly an assistant cashier, as assistant vice- 
president; George Griswold, James Stillman 
Rockefeller and Victor T. Schroeter, as assis- 
tant. cashiers. 

Dolson Quier has been elected vice-presi- 
dent of the National City Company, affiliate 
of the bank, as resident vice-president in 
Chicago. Mr. Quier will supervise the com- 
pany’s business in the Middle West and on 
the Pacific Coast. 

Walter V. Millette has been appointed 
New York manager of sales of the National 
City Company. 


PERSONNEL CHANGES IN 
MANHATTAN GROUP 


Ropert M. CaTHarINE, vice-president of the 
New York Title and Mortgage Company, one 
of the Manhattan Group, has been placed in 
charge of all the offices of the New York 
Title and Mortgage Company in Brooklyn 
and Long Island. He has been in charge of 
the office at 205 Montague street, Brooklyn. 

Joseph S. Resnick, formerly manager of 

the title department of the New York office 
of the National Title Guaranty Co., has been 
made manager of the office and an assistant 
secretary of the company. Howard F. Sun- 
shine has also been made an assistant secre- 
tary., 
J. Walker Fulcher, assistant treasurer, has 
been appointed an assistant vice-president of 
the Bank of Manhattan Trust Company, and 
placed in charge of the bank’s Jamaica office 
at 161-10 Jamaica avenue. 

Horatio W. Turner, formerly a vice-presi- 
dent of Kelly Converse & Company, Inc., is 
now associated with the International Man- 
hattan Company Incorporated in the insti- 
tutional department. 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, New York City 


NATIONAL CITY BRANCH 


THE National City Bank of New York 
opened a new branch office at 618 Brighton 
Beach avenue, near Coney Island avenue, 
May 2. 


NEW BRANCH OPENED BY 
BANK OF AMERICA 


THE Bank of America, New York, has opened 
a new branch office located at 86th and Bay 
20th streets, Brooklyn. This gives the bank 
sixteen offices in Brooklyn and thirty-eight in 
Greater New York. John J. Flavin, formerly 
assistant manager of the bank’s Bush Terminal 
office, is manager of the new office. 


JOHN W. PLATTEN RESIGNS 


JoHN W. PLATTEN has resigned as chairman 
of the board of the Chemical Bank & Trust 
Company, New York, but will continue as 
a director of the institution. 


ON BOWERY BOARD 


DonaLp Kirk Davin of New Rochelle, N. Y., 
chairman of the board of the American_Maize 
Products Corporation, has been elected to the 
board of trustees of the Bowery Savings Bank 
of New York. 


BANKERS TRUST PROMOTION 


J. B. Everett, assistant vice-president, has 
been elected a vice-president of the Bankers 
Trust Company, New York. 


BOOKLET ON ESTATE 
SHRINKAGE 


A NEW booklet, “How Much Will Your 
Estate Shrink?” has been published by the 
Central Hanover Bank and Trust Company, 
New York. It describes the chief causes of 
estate shrinkage, analyzes assets, indicates 
expenses where depreciation occurs, and sug- 
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gests methods of minimizing losses. The 
booklet is published in a series of four, show- 
ing shrinkage figures on estates averaging 
$250,000, $400,000, $750,000 and $1,000, 
000. Computations are based on government 
records covering settlement of 41,250 estates. 


IRVING OFFICE IN EMPIRE 
STATE BUILDING 


THE Fifth Avenue office of the Irving Trust 
Company of New York has opened in new 
quarters in the Empire State Building. It was 
the first bank to open offices in this world’s 
tallest skyscraper. 


COUNTY TRUST OPENS NEW 
BRANCH 


THE County Trust Company of New York 
has opened a branch in the new Empire State 
Building, with Stuart B. Plante, vice-presi- 
dent, in charge. Ralph W. Long, also a vice- 
president, will be associated with Mr. Plante 
in handling the affairs of the branch, which 
is the bank’s first branch office. 

Former Governor Alfred E. Smith, who is 
chairman of the board of the County Trust 
Company, is president of the Empire State 
Building Corporation. 


NEW YORK SAVINGS BANKS 
SHOW GAIN 


SAVINGS deposits in New York State savings 
banks gained $181,500,000 during the first 
quarter of 1931, according to a statement of 
the Savings Banks Association of New York. 
This amount is exclusive of interest credits. 
This quarterly gain is most impressive in view 
of the fact that it exceeds the gain for any 
full preceding year except 1930, when the 
net gain for the entire twelve-month period 
was $210,134,000. 

There was a gain of 208,450 in the num- 
ber of open accounts during the first three 
months of 1931. This quarterly gain in the 
number of depositors is greater than the gain 
for any full preceding year except 1930 and 
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1923, when the gains for the entire year 
were 234,210 and 212,178 respectively. 

The deposit gain of $181,500,000 during 
the first quarter this year compares with a 
gain of $79,671,000 during the first quarter 
of 1930 and $14,550,000 during the first 
quarter of 1929. The gain of 208,450 in 
number of depositors during the first quar- 
ter this year compares with a gain of 74,675 
during the first quarter of 1930 and 77,965 
during the first quarter of 1929. 

The total amount due depositors in New 
York State savings banks on April 1, 1931, 
was $4,958,785,152 and the number of open 
accounts was 5,436,185. 


NEW PUBLIC FINANCING IN 1931 


New public financing in the United States 
during the first quarter of 1931 excluding 
domestic and Canadian municipals, aggre- 
gated $1,003,894,000 according to prelim- 
inary compilations announced by Otto P. 
Schwarzschild, editor of American Under- 
writing Houses and Their Issues and manager 
of National Statistical Service, New York 
City. This total compares with $1,613,696,- 
000 for the same period of 1930. 

The compilation reveals that J. P. Morgan 
@ Co. led the list of investment houses during 
the first three months by heading syndicates 
amounting to $186,200,000. Kuhn, Loeb @& 
Co., with $142,474,000, ranked second and 
Dillon, Read & Co. third with $117,000,000. 

From the standpoint of total business par- 
ticipated in, either as syndicate head or partic- 
ipant, the Guaranty Company of New York 
accounted for the largest volume, with $446, 
200,000. The National City Company ranked 
second with $405,700,000 and Bankers Com- 
pany of New York third with $382,684,000. 

An analysis of the financing during the 
first quarter reveals that of the total new 
offerings of $1,003,894,000, bond and note 
issues aggregated $963,673,000 or over 95 
per cent. of the total, while stock issues 
amounted to only $40,221,000. Domestic 
public utility financing totaled $441,539,000, 
or nearly 44 per cent. of total offerings. 
Domestic railroad issues ranked second with 
$307,677,000, or more than 30 per cent. of 
the total. These two groups thus accounted 
for approximately 74 per cent. of the offer- 
ings made during the first three months. It 
is worthy of note that so far this year there 
have been no foreign issues offered here, 
either for governments or corporations, with 


the exception of $83,500,000 for Canadian 
corporations. 


LOUISVILLE BANK ELECTION 


E. B. RoBertson has been elected vice-presi- 
dent of the Lincoln Bank and Trust Com- 
pany, of Louisville, Ky. 


The South Carolina 
National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
a - Charleston, 8. C. 
Norwo Nat. Bank Carolina Nat. Ba: 
Greenville, 8. C. Columbia, 8. a 


$ 1,500,000.00 
1,200,000.00 
30,000,000.00 


Capital 
Surplus 
Resources 


WITH SHAWMUT IN NEW YORK 


WILLIAM C. McCLeLanp has been made the 
senior officer of the Shawmut Corporation, 
affiliate of the National Shawmut Bank of 
Boston, in its New York organization, with 
the title of assistant vice-president. Mr. Mc- 
Clelland was formerly in charge of the accep- 
tance business of the National City Company 
of New York. 


WITH FOREMAN BANKS FOR 
SIXTY-FOUR YEARS 


GerorGE N. NEIss, vice-president of the Fore- 
man-State National Bank of Chicago, cele- 
brated his sixty-fourth anniversary as an em- 
_— of the bank recently. He is 78 years 
old. 


Mr. Neiss went to work for Gerhard Fore- 
man in 1867, at the age of 14, five years 
after Mr. Foreman had fcunded the bank. 
He started as office boy ard four years later, 
when the Chicago fire razed the bank build- 
ing, he stood guard at the vault for five days 
and nights. In 1927, when the bank became 
a state institution, Mr. Neiss was elected to 
the directorate and has served on the board 
since that time. 


CLEVELAND TRUST OPENS NEW 
BRANCH 


THE Cleveland Trust Company opened its 
new Mayfield-Lee office on Saturday, May 2, 
giving Cleveland Heights the first mezzanine- 
height branch bank in Greater Cleveland. 


HEADS CONTINENTAL’S SALES 
ACTIVITIES 


R. O. DUNHILL, vice-president, has been 
appointed head of the sales activities of the 
Continental Illinois Company, affiliate of the 
Continental Illinois Bank and Trust Company 
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Foreign Languages 
Easily Learned 
The Berlitz Conversational Method 


makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 


able tuition. Catalogue upon request. 


Trial Lesson Free 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


of Chicago. Mr. Dunhill has been in New 
York for the last two years as resident vice- 
president in the company’s New York office. 

W. R. Bennett, sales manager in the out- 
of-town division of the company’s Chicago 
office, has been assigned to the New York 
office, to assist J. H. Stewart, resident vice- 
president. 


TRUST COMMITTEE FOR 
MARINE MIDLAND 


THE board of directors of the Marine Mid- 
land Trust Company of New York has 
elected a committee to supervise the invest- 
ments of its trust department. Members of 
the committee are Francis J. Arend, president 
DeLaval Companies; Edgar H. Boles, presi- 
dent the General Alliance Corporation; and 
Hampden E. Taner, president Irving Savings 
Bank. 


DIVIDENDS ARE UP; 
EARNINGS OFF 


One hundred of the largest banks in the 
United States paid increased dividends in 
1930, although their earnings were less than 
in 1929, according to a tabulation in Moody's 


1931 Bank and Financial Manual, recently 
published by Moody’s Investors Service. The 
banks included in the tabulation paid out 
72.1 per cent. of their profits in dividends, 
increasing them by 5.1 per cent., though the 
earnings were 17.1 per cent. less and divi- 
dends in 1929 were only 56.9 per cent. of 
them. 


COMING BANKERS’ CON- 
_VENTIONS 


ALABAMA BANKERS ASSOCIATION, Gads- 
den, May 14-15. Secretary, M. A; Vin- 
centelli, Alabama National Bank, Mont- 
gomery. 


AMERICAN BANKERS ASSOCIATION, Atlan’ 
tic City, October 5-8. Executive. man- 
ager, Fred N. Sheperd, 22 East 40th street, 
New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, June 8-12. Secretary, Richard W. 
Hill, 22 East 40th street, New York City. 


CALIFORNIA BANKERS ASSOCIATION, Los 
Angeles, May 21-23. Headquarters, Biltmore 
Hotel. Secretary, Hy W. Sanders, 628 Mills 
Building, San Francisco. 


CoLorapo BANKERS ASSOCIATION, Estes 
Park, June 19-20. Secretary, L. F. Scarboro, 
Mountain States Banker, Denver. 


ConNECTICUT BANKERS AssOcIATION, New 
London, June 26-27. Secretary, Charles E. 
Hoyt, South Norwalk Trust Company, South 
Norwalk. 


DELAWARE BANKERS ASSOCIATION, Reho- 
both, September 3. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 
mington. 


District oF CoLUMBIA BANKERS AssO- 
CIATION, Hot Springs, Va., June 18-21. Sec- 
retary, George O. Vass, Riggs National 
Bank, Washington, D. C. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September, 14-17. Executive secre’ 
tary, Preston E. Reed, 231 South La Salle 
street, Chicago. 


FLORIDA BANKERS’ ASSOCIATION, West 
Palm Beach, May 1-2. Headquarters, El 
Verano Hotel. Secretary, W. O. Boozer, 
Jacksonville. 


GrorciA BANKERS ASSOCIATION, Sea 
Island Beach, May 28-30. Secretary, J. B. 
Dodd, Grifin Banking Company, Griffin. 


IDAHO BANKERS AssOCcIATION, Boise, June 
8-9. Secretary, J. S. St. Clair, Boise City 
National Bank, Boise City. 
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ILLINOIs BANKERS ASSOCIATION, Chicago, 
May 25-27. Headquarters, Edgewater Beach 
Hotel. Secretary, M. A. Graettinger, 208 
South La Salle street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, June 10-11. Secretary, Forba Mc- 
Daniel, 310 Odd Fellows Building, Indian- 


apolis. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, November 1-5. Secretary, 
Alden H. Little, 33 South Clark Street, Chi- 
cago. 


IowA BANKERS ASSOCIATION, Waterloo, 
June 22-24. Secretary, Frank Warner, 430 
Liberty Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Topeka, 
May 21-22. Secretary, W. W. Bowman, 
Topeka. 


Maine BANKERS AsSOCIATION, Poland 
Springs, June 12-13. Secretary, E. S. Ken- 
nard, Rumford National Bank, Rumford. 


MaINE Savincs’ BANKs_ ASSOCIATION, 
Rangely Lake Hotel, September 9-10. 


MaRYLAND BANKERS ASSOCIATION, Atlan- 
tic City, N. J., May 20-21. Secretary, James 
W. McElroy, First National Bank, Baltimore. 


MICHIGAN BANKERS ASSOCIATION, cruise 
on the S. S. Noronic from Detroit to Toronto, 
June 22-26. Secretary, Kenneth M. Burns, 
1713 Ford Building, Detroit. 


Mip-WESTERN SAVINGS CONFERENCE, 
South Bend, Ind., May 11-12. 


MINNESOTA BANKERS ASSOCIATION, Min- 
neapolis, June 9-11. Secretary, George 
Susens, 718 National Building, Minneapolis. 


MississipPI BANKERS ASSOCIATION, Jack- 


son, May 12-13. Headquarters, Robert E. 
Lee Hotel. Secretary, George B. Power, 
Capital National Bank Building, Jackson. 


Missour! BANKERS ASSOCIATION, Excelsior 
Springs, May 12-13. Secretary, W. F. Key- 
ser, Sedalia. 


MONTANA BANKERS ASSOCIATION, Yellow- 
stone Park, Wyo., July 26-28. Secretary- 
treasurer, G. M. Robertson, Helena. 


Morris PLAN BANKERS ASSOCIATION, Co- 
Iumbus, Ohio, October 8-10. 


MortGaGE BANKERS ASSOCIATION, Dallas, 
Texas, October 27-29. Secretary-treasurer, 
Walter B. Kester, 111 West Washington 
Street, Chicago. 


NATIONAL ASSOCIATION OF MUTUAL Sav- 
Incs BanxKs, Washington, D. C., May 20-22. 


Father Time Resigns in Favor of 
Gelechron Glectric Clocks 


ELECHRON Electric Clocks, 

in beauty of design, will agree 
with your own good taste. There 
are Telechron clocks for wall or 
mantel, desk or dressing table. For 
every room in the home or office. 
See your nearest Authorized Tele- 
chron Dealer now and eliminate 
winding, oiling, cleaning and regu- 
lating from your clock routine. 
From $9.75 up. 


The ELECTRIC CLOCK 


Headquarters, Mayflower Hotel. Secretary, 
John W. Sandstedt, 347 Madison avenue, 
New York City. 


NATIONAL ForeiGN TRADE CONVENTION, 
New York, May 27-29. Headquarters, Hotel 
Commodore. Secretary, O. K. Davis, 1 Han- 
over Square, New York. 


NaTIonaAL Sarre Deposir CoNvENTION, 
Chicago, May 21-23. Headquarters, Congress 
Hotel. Secretary, Herbert W. Lloyd, 208 
South La Salle street, Chicago. 


New Jersey BANKERS ASSOCIATION, At- 
lantic City, May 14-16. Secretary, Armitt 
H. Coate, Burlington County Trust Com- 
pany, Moorestown. 


New Jersey SAavincs BANKS ASSOCIATION, 
New Brunswick, May 6. Headquarters, 
Woodrow Wilson Hotel. 


New Yorx STATE BANKERS ASSOCIATION, 
Saranac, June 22-24. Headquarters, Saranac 
Inn. Executive manager, Gordon Brown, 33 
Liberty street, New York City. 


New York State Savincs BANK Asso- 
CIATION, Niagara Falls, September 17-19. 
Secretary, Paul W. Albright, 110 East 42nd 
Street, New York City. 
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THE CORPORATION MANUAL 


Thirty-second Edition 
A systematic arrangement of the Statutes 
affecting both Foreign and Domestic Corpo- 
rations; the Uniform Stock Transfer Act; 
the “ Blue Sky ” laws; the Anti-Trust Laws 
in all states. Forms and Precedents. 2585 
pages; strong Buckram binding, 
Published by 


United States Corporation Company 


150 Broadway, New York 


NortH Caro_ina BANKERS ASSOCIATION, 
Pinehurst, April 27-29. Secretary, Paul P. 
Brown, Raleigh. 


NortH Dakota BANKERS ASSOCIATION, 
Fargo, June 18-19. Secretary, W. C. Mac- 


fadden, 52% Broadway, Fargo. 


Ouro BANKERS AsSOCIATION, Toledo, June 
10-11. Secretary, David M. Auch, Hunting- 
ton Bank Building, Columbus. 


OKLAHOMA BANKERS AssociATION, Okla- 
homa City, June 2-3. Secretary, Eugene P. 
Gum, 907 Colcord Building, Oklahoma City. 


OrEGON BANKERS ASSOCIATION, Seaside, 
June 12-13. Secretary, T. P. Cramer, Jr., 
629 Lumbermen’s Building, Portland. 


PENNSYLVANIA BANKERS 
Atlantic City, May 13-15. 
Hotel Traymore. 
man, Huntingdon. 


ASSOCIATION, 
Headquarters, 
Secretary, C. F. Zimmer: 


ResERvE City BANKERS ASSOCIATION, 
Richmond, April 20-22. Secretary. J. J. 
Schroeder, 162 West Monroe Street, Chicago. 


Savincs BANK ASSOCIATION OF MaAassa- 
CHUSETTS, Lenox, Mass., September 24-26, 
Headquarters, Hotel Aspinwall. Executive 
secretary, Dana Sylvester. 


SoutH CaROLINA BANKERS ASSOCIATION, 
Columbia, May 20-22. Secretary, Henry S. 
Johnson, 801 Carolina Life Building, Co- 
lumbia. 


SoutH Daxota BANKERS ASSOCIATION, 
Huron, June 24-26. Secretary, Geo. A. 
Starring, City Hall Building, Huron. 


TENNESSEE BANKERS ASSOCIATION, Chat- 
tanooga, May 17-8. Secretary, H. Grady 
Huddleston, 1012 American Trust Building, 
Nashville. 


Texas BANKERS AssOcIATION, San An- 
gelo, May 12-14. Secretary, W. A. Phil- 
pott, Jr., Dallas. 


U. S. Bur_pInc ANp Loan Leacuez, Phila- 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 
street, Chicago. 


Uran BANKERS ASSOCIATION, Salt Lake 
City, June 20-21. Secretary-treasurer, H. B. 
Crandall, First State Bank, Salina. 


VirGINIA BANKERS ASSOCIATION, Old Point 
Comfort, June 11-13. Secretary, C. W. Beer- 


bower, First National Exchange Bank, Roa- 
noke. 


WASHINGTON BANKERS ASSOCIATION, Se- 
attle, June 18-20. ' Headquarters, Olympic 
Hotel. Secretary, J. W. Brislawn, 810 Alaska 
Building, Seattle. 


WESTERN REGIONAL TRUST CONFERENCE, 
San Francisco, October 22-23. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


West VirciniaA BANKERS ASSOCIATION, 
White Sulphur Springs, June 25-26. Secre- 
tary, J. S. Hill, Charleston. 


WISCONSIN BANKERS ASSOCIATION, Mil- 
waukee, June 18-20. Secretary, Wall G. 
Coapman, 717 Caswell Block, Milwaukee. 


Wyominc BANKERS ASSOCIATION, Chey- 
enne, September 4-5. Secretary, Kathleen 
Snyder, Wyoming Trust Company, Casper. 
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A day deposit window, to which customers can drive up and make their deposits 

without leaving their cars, has been installed by the City Bank and Trust Com- 

pany of Kansas City, Mo. Only deposits are received at this window, and no 

checks are cashed there or change made. The cash is not counted at the window 

but is taken immediately to one of the receiving tellers. The customer's book is 

stamped with a message reserving the right of the bank to make corrections in the 
passbook if there is an error in the deposit. 
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Irving Trust Company Opens 
New Building 


N a distinguished site and with 

() an address as well known as any 

in the world, the new fifty- 

story building of the Irving Trust Com- 

pany, at 1 Wall street, New York City, 

was opened recently—a structure worthy 
both the site and the address. 

The building is a conservative in- 
terpretation of modern skyscraper con- 
struction, developed in granite and lime- 
stone. It was designed primarily as a 
practical home for the trust company 
and efficiency in service and economy 
in operation were not sacrificed to attain 
beauty in design. Yet the result is un- 
usually beautiful. 

Eighteen floors of the structure are 
reserved by the trust company for its 
own use—the four top floors, and the 
floors from the tenth down to the low- 


est level of its three-story vault, 70 feet 
below the surface of Broadway. 

The Wall street entrance opens into 
the main reception hall of the bank, a 
room three stories high and extending 


the entire width of the building. The 
ceiling and walls are of glass mosaic 
and bronze, the walls the color of sub- 
dued flames at the base, increasing in 
brilliance as the eye travels upward. The 
columns of irregular polygon shape are 
of red Verona marble. It is said that 
only one other room in the world is 
similarly treated—the Stadshuset (City 
Hall), of Stockholm, Sweden. 

The public entrances to the building 
on Broadway and on New street open 
into a spacious hall with walls of 
Pyrenees black marble. On the high, 
arched ceiling is an allegorical painting 
twenty by sixty-six feet, depicting the 
power of wealth to create beauty, the 
work of Hildreth Meire and Kimon 
Nicolaides, mural artists. 

Below the street floor is the three- 
story vault resting on bed rock. It is 
one of the largest in the world, with 
8100 square feet of floor space, and 


weighs more than 5000 tons. Each 
floor of the vault is a separate unit un- 
connected with the others, although all 
are within the same protective armor. 
The topmost floor, forty-six feet below 
the Broadway level, is the customer's 
safe deposit vault. It has two entrances, 
each sealed by a door weighing 121,000 
pounds. The two lower floors are for 
company use. 

The foundation walls of the building, 
six feet of concrete, iron and steel, form 
an outer protection on three sides of the 
vault, and a three-foot wall of concrete, 
with layers of expanded metal, protects 
the fourth side. The interior wall of 
the vault is lined with protective armor 
consisting of layers of chrome steel and 
infusite, a metal alloy possessing high 
torch-resisting qualities, and a sheet of 
solidified chemicals which, under the 
heat of a cracksman’s torch, would give 
off paralyzing fumes. The most modern 
electric protective devices have been in- 
stalled, and the fact that the vault is 
below “water level” is an additional 
safeguard against outside attack. 

The Wall street office of the Irving, 
which handles the business of customers 
in the financial district, occupies the 
New street floor, Wall street floor and 
floor two. The corporate and personal 
trust activities are on floor three. 

On the fifth floor are the company’s 
executive offices, which include a large 
reception room, and the suites of the 
chairman of the board, the president 
and the vice-chairman of the board. 
These rooms are finished with high wood 
wainscot of modern conservative design. 
The chairman’s suite is paneled in teak- 
wood from Africa, the president's suite 
in English oak, and other offices in yuba 
wood from Australia. 

On the sixth floor are the officers of 
the company’s out-of-town office, which 
serves customers in the United States 
outside of New York, and officers of 
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From the observation lounge on the forty-ninth floor, 600 feet above the Broadway level, a 

splendid view of New York and vicinity in all directions is obtainable. The ceiling of the 

toom—thirty-four feet high—is lined with irridescent kappa shells from the Philippines. 

The walls are covered with tapestry bearing a design reminiscent of the headdress of the 
American Indians. 
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The “shell room” in the quarters of the Irving Luncheon Club, composed of officers and 

directors of the Irving Trust Company, on the forty-sixth floor of the Irving Trust Com- 

pany Building. The dining suite is so arranged that it can be thrown open into one 
room or divided into smaller rooms for special luncheon parties. 














© unverwoon & UNDERWOOD 


Lewis E. Pierson 
Chairman of the Board, Irving Trust Company 


ANKER, business man and prominent figure in public life, 

Mr. Pierson has been a moving force in the growth and 
progress of Irving Trust Company for a quarter of a century. 
Born in Metuchen, N. J., he removed to Brooklyn with his 
parents when a boy, and in 1885 began his banking career as 
a clerk in the Hanover National Bank. His advancement was 
steady and rapid. In 1898 he became cashier of the New 
York National Exchange Bank, in 1901 vice-president, and 
in 1904 president, a position which he retained when that 
institution and the Irving National Bank were merged in 1907. 
In 1914, Mr. Pierson became chairman of the board of the 
Irving National Bank, the predecessor of the present Irving 
Trust Company. At various times Mr. Pierson has been presi- 
dent of the Merchants Association of New York, the Chamber 
of Commerce of the United States and the American Bankers 
Association. He is at present a member of the executive 
committee of the American Section of the International Cham- 

ber of Commerce. 





























Harry E. Warp 


President, Irving Trust Company 


R. WARD has been associated with the company of which 
he now is the executive head throughout his entire busi 
ness life. Born in New Haven, Conn., he prepared for college 
at the Morgan School, Clinton, Conn., and was graduated, a 
Phi Beta Kappa student, from Yale, with the degree of Bache 
lor of Arts, in 1901. In the same year he obtained a position 


as clerk in the New York National Exchange Bank, predecessor 


of the Irving Trust Company. His rise to positions of im- 


portance came rapidly. In 1907 he became an assistant cashier, 
and three years later cashier. Promotion to the position 

vice-president came in 1915, and in 1919 he was made presi- 
dent, one of the youngest men in the country at that time t 


head a banking institution of first rank 
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the foreign office, which handles the 
business of customers in other countries. 
This floor is tastefully furnished through- 
out in a tone quite different from the 
usual conception of a banking room. 

The dining rooms of the Irving 
Luncheon Club, for the use of direc- 
tors, advisory board members, officers 
and guests, are on the forty-sixth floor. 
These rooms, of varying sizes, are so 
arranged that they may be opened into 
one large room or closed for private use. 

The forty-seventh floor has been set 
aside for the use of directors. Here is 
the board room, with full teakwood 
paneling to the ceiling, eighteen feet 
high. On either side are large and com- 
fortable conference and committee 
rooms. Individual tables for the direc- 
tors are arranged in semi-circular order, 
facing the chairman, as in the seating 
plan of the United States Senate. On 
the forty-ninth floor is an observation 
lounge, from the windows of which, on 
a clear day, one can see for miles in 
every direction. 

One of the interesting features of the 
banking quarters is the pneumatic tube 
system, through which mail, documents 


and other items will be transferred 


from floor to floor. On the sixth flo 
is a soundproof room for long distan 
and trans-Atlantic telephone con, 
tions. 


Twenty-nine high speed elevators 


pOssessing the latest automatic e 
ment, serve the company and othe: 
cupants of the building. Six of 
are within the Irving's quarters. 
vice can be provided at interval! 
from fifteen to twenty seconds, and 
vision is made to introduce tandem 

two elevators operating in the 
shaft—if future requirements den 

A comprehensive protective sys 
controlled from a central watch r 
safeguards the company and the « 
occupants of the building. In this r 
is a large signal board, equipped \ 
lights and sound amplifiers, and 
nected with the Holmes Protective $ 
tem, the watchmen’s patrol syst 
burglar alarm system and vault prot 
tive system. Through the function 
of this board, in conjunction with 
company’s guards, disturbance in a 
part of the building can be detect 
almost instantly. 
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If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 





BANKERS PUBLISHING COMPANY Send for 
71 Murray Street, New York 

You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $2.50 in 
full payment or return the book. on 
PRM aciacacingioaresatsemWicsevetie® Wieieiraeetestecuysripslemne ar . 1 
DEINE BNE 55.5 5-20 oo ooo cere eee coc ow ele newinnens ‘appro va 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 








Money, CrepDIT AND Prices. By J. Law 
rence Laughlin, Professor Emeritus of Po- 
litical Economy, University of Chicago. 
Chicago: The University of Chicago Press. 
(Two volumes, $10.) 


AT a time when there is so much discussion 
going on regarding prices and the adequacy 
of the gold supply, the appearance of a 
comprehensive treatise on money, credit and 
prices by so competent an authority as Pro- 
fessor Laughlin is especially opportune. 
Volume I is devoted to the evolution of 


the standard: the origin of the money con - 


cept, and the history of metallic systems. 
Volume II is a constructive treatment of 
credit and prices. A return to normal prices, 
the author demonstrates, depends chiefly on 
recovery from a dislocation of demand and 
supply of goods and securities. 

What the author states in his foreword 
respecting prices and the standard will be 
found enlightening, and should aid in dis- 
pelling the mist which now seems to befog 
many able minds. Here it is: 

“Since price is admittedly the quantity of 
some standard for which an article will ex- 
change, prices, however arrived at, will al- 
ways be quoted in some standard. Hence a 
change in the value of the standard will 
necessarily cause a change in the list of 
prices related to it; just as (to use a vener- 
able illustration) an alteration of the scale 
on a thermometer would alter any reading 
of a given degree of heat. A change in 
the value of the standard, whatever the 
cause, will produce a general change in the 
prices of all articles expressed in that stand- 
ard; but a slight knowledge of prices shows 
that at the same time some individual prices 
rise while others fall, and that a_ general 
cause cannot account for the final move- 
ments of prices as experienced in our mar’ 
kets today. It goes without saying, there- 
fore, that prices are influenced by other 
causes than changes in the value of the 
standard; and it is obvious that we must 
simultaneously take account of changes in 
the value of the standard, and of those 
changes of prices arising from other causes. 
; It has been accepted that there can 
be no perfect standard in the sense that 
prices can be kept at a given level by 
manipulation of the forms of money and 
credit; for, whatever the standard, it is ob- 
vious that there is in human nature an ir- 
repressible urge to improve the processes of 
production and distribution of goods which 
will always result in changing costs, and 
cause the purchasing power of the standard 
(irrespective of changes in its own demand 
and supply) to vary.” 

The price-stabilizers may profitably con- 
sider the above statement, and those who 
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are alarmed about a shortage of gold m 
well ponder over the following: 

“The theory that the demand for mon 
in exchanging goods is increased in prop 
tion to the amount of money work, or <« 
changing, to be done, must be modifi 
when it is recognized that the main servi 
of credit appears in devices for exchangi: 
goods without the use of money. In shor 
the evolution of credit has quite revolutio: 
ized the whole problem of prices based « 
old-time suppositions as to the uses of mone 
which no longer exist. There goes wit 
this conclusion the fact that, although a cer 
tain fraction of the enlarged amounts 
modern credit transactions must be sup 
ported by additional legal forms of money 
the standard now in general use is less an 
less employed as a medium of exchange 
and that increasing exchanges do not nov 
mean a corresponding increase in the de 
mand for the standard in which prices ar 

This comprehensive survey of money. 
credit, prices and banking meets an urgent 
need for information on these subjects, in 
terpreted in the light of present as well a 
past developments. Professor Laughlin ha 
given the student of money a monumenta 
work, deserving of the highest commenda 
tion. The banker, business man and th 
economist who has these volumes in his 
library will have at his command a veritabl: 
treasure-house on matters of great practical 
concern. 


Soviet ForREIGN TRADE. 
and Samuel S. 
Liveright. $2.50. 


By J. 


M. Budis! 
Shipman. y é 


ew York 





Wuy RecoGnizE Russia? By Louis Fischer 
New York: Cape & Smith. 


Two aspects of relations of the United 
States with Soviet Russia are presented in 
these two recently published books. In the 
first, written by two representatives of the 
Amtorg Trading Corporation, Russia’s busi 
ness representative in the United States, a 
powerful argument is given for development 
of trade between the two countries. The 
second book takes up the political relations 
of the two countries and presents arguments 
for and against the recognition of the Soviet 
government by the United States. Most of 
the arguments given favor recognition. 

In Soviet Foreign Trade, the authors out- 
line the type and volume of both imports 
and exports, list and analyze the chief com- 
modities imported into the United States 
from Russia, present an analysis of Soviet 
foreign trade and point out that the de- 
velopment of Soviet industry, agriculture 
and transportation will make it one of the 
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Is large-scale banking safer than unit banking? 


Is large-scale banking more profitable than small-scale banking? 
Which type of banking is better able to serve the community? 


Will large-scale banking emasculate the Federal Reserve System? 


ae wh pe 


Will large-scale banking destroy unit banking and lead to mo- 
nopoly? 


6. Will large-scale banking help or harm the farmer? 


These questions and other problems of unit vs. large- 
seale banking are discussed in 


Banking Concentration in 
the United States 


A Critical Analysis 
By JOSEPH STAGG LAWRENCE 


Mr. Lawrence, whose book JVall Street and Washington attracted 
nation-wide attention last year, brings to this study an absolutely 
unprejudiced mind and a fresh, vigorous style. He is not engaged in 
the banking business and is neither for nor against “unit” banking. 

In order to find out which type of bank is safest for the depositor; 
most profitable for the stockholder and most useful to its customers, 
he has divided all of the banks in the country into four distinct groups, 
representing the large city bank; the medium-sized city bank; the 
country bank in states where failures have been few; and the country 
bank in the so-called “distress areas” where failures have been numerous. 

He has gathered together the facts and figures on the operating and 
balance sheet experience of these groups. From them he has evolved 
tables and charts to show the reader how these various groups actually 
compare. From this information definite conclusions may be drawn. 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of BANKING CONCENTRATION IN THE 
UNITED STATES. I agree to remit $5.00 within five days or return the book. 




















The LATEST | 
BOOK on Appraising 


REAL ESTATE 
APPRAISING 


BY 


JAMES D. HENDERSON 


This book contains chapters of Vital 
Interest to Bankers in their work of 
appraising properties for mortgage 
purposes. 


Its seventeen chapters include Apartment 
House Appraising, Appraising the Single 
House, Stores, Wholesale Tax Appraising, 
Trees, Farms, Vacant Land, Preparing a 
Court Case, Appraising the Gasoline Station 
Site and chapters on how an appraisal report 
should be prepared, what it should show, etc. 


Price $5.00 


(Sent on 5-Day Approval) 


BANKER & TRADESMAN 
PUBLISHING CO. 


475 Main St. Cambridge, Mass. 


greatest purchasers of commodities of which 


the United States is the chief producer. 

Particularly interesting and 
chapters on “dumping,” with 
Soviet is charged, and on labor, about which 
similarly unfavorable reports have 
heard. That “dumping” is directly opposed 
to the principies of the Russian government, 
which deems the export trade important 
only to the extent that it is needed to pay 
for imports, is the opinion of the authors 
They also decry the reports concerning 
forced labor as propaganda from 
Soviet 

In discussing the political relations of the 
United States and Soviet Russia, Mr. Fischer 
outlines the diplomatic relations between the 
two countries from the time of the downfall 
of the Czarist regime up to the present. He 
presents arguments for recognition and argu- 
ments opposing it. Of particular interest to 
the banking fraternity is a chapter entitled 
“What Russia Owes to the U. S. Govern- 
ment and U. S. Citizens,” wherein are re- 
lated the financial entanglements between 
the two governments and between Soviet 
Russia and American citizens. Communist 


timely are 


rs ‘ 
Which the 


been 


anti- 


sources. 
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propaganda, which, in the author's opinion ) 
is the greatest barrier to recognition, is 
subject of another chapter. = 


JAPANESE BANKING. By Herbert M. B: 
ter. Washington, D. C.: Superintend 
of Documents. 450 cents. 


IN answer to many demands by Ameri 
bankers, foreign traders and investors 
information on Japan’s financial organizati 
the Bureau of Foreign and Domestic C 
merce has published a 295-page book on t 
subject, with Herbert M. Bratter, speci 
in Far Eastern Finance and Investment | 
vision of the Bureau as it author a 
study has a two-fold purpose. It gives : 
consecutive story and will serve also 
work of reference. 

The scope of the book is shown by 
chapter headings: Introduction, Banking H 
tory and Development, The Bank of Jap 
Semiofficial Banking Institutions, Other | 
nancial Units. 
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FOR Profit. By Willia | 
Harrall Leahy 


New York: Harper >” ’ 


Or late years the banker has become n 
and more convinced of the worth of w 
dow displays in his advertising. 


For t! 
should be interested in this box 
which gives a large amount of technical 
window di 


reason he 


formation in regard to good 





play. Although the volume is primarily 
tended for merchants, it contains mater 
which will be of substantial assistance t 
bank advertising man or other 


banker t j 
whose lot the task of window display fall 

The book is intended for the 
medium establishment, where tl 


1 


smal 





he budget ; | 


limited and operating economies must 
realized to the limit. 

The scope of the book is well shown 
the list of chapter headings: The Wind 
Display—The Retailer's Best Friend, Ti! 


Value of a Window Display, Functions 

the Window Display, Types of Store Fronts 
Display Fixtures, Decorative Materials 
Principles of Design, Color in Window Dis 
play, Types of Window Displays, Window 


Backgrounds, Good Lighting for the Wir 
dow Display, Profit from Dealer Helps 
Systematic Control of Window Displays 
Short Cuts for Decorators, Show-Card 
Writing Simplified, The Relation of In 


terior Display to Sales. 
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THE MaAeE.Lstrom: A Wall 
Louis Bass. 


$2.65. 


Street Primer 
Branchville, N 


By William 
J.: the 


author. 





